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LONG LIVED THE KING 
but it was a hard lif 
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our pioneers... in a land of peace, 






All Europe marveled at the pomp 






and splendor of Louis Fourteenth, coddled by science and invention... 


Yet, 









all his 77 years, the French 
3 . strengthened by the knowledge that 











King 


had no refrigerator, fans or 





this land of ours will always offer 





telephone ...no radio or movies... 





ample rewards to those with faith in 





no inflated tires on his gaudy coach, 





the foundations laid down by our 






So, it appears that we Americans 







We Hee forefathers ... faith in our national 





dowt live like Kings at all. 








better... far beyond the dreams of destiny. .. faith in themselves. 


Live Life... Every golden minute of At 
iyoy iviindens .. mem gotien dtop of Ad 
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DRIED FRUITS 


Have Brought Man Joy for 10,000 Years 


The preservation of fruits by drying is older than written history. Before 
ever a Pharaoh lived in Egypt, man had learned that when many of the 
choicest ripe products of his vineyards and orchards were properly 
exposed to the warmth of the sun, their moisture content was reduced, 
but their sugars and delicious juices were preserved in concentrated 
form e Dried figs were a prized article of commerce in the earliest Bib- 
lical times. In 400 B.C. Armenia recognized the production of raisins asa 
staple industry. Sun-dried prunes, apricots and peaches have followed and 
sustained man in his earth wanderings down through the centuries e Mod- 
ern dieticians find ever new uses for dried fruits. Modern laboratories 
appraise their high food values in terms of blood-building minerals 
and energy-producing sugars, of vitamins and calories. Modern science 
steadily improves the quality of the fruits themselves, and their methods 
of preparation, packing and shipping. But fundamentally we go on using 
dried fruits for the same simple reasons that appealed to the primitive no- 
mads of ancient Asia—they are easy to transport, long-lasting, nourishing, 
and delicious e Today the commercial drying of fruit is a great industry, 
in which America leads the world, and California leads America. Favored 
by ideal natural conditions, California grows and processes — and in 
large part ships by rail— more than 90% of the enormous total tonnage 
of dried fruits that Americans annually demand and consume so joyously. 


@ For years it has been the Santa Fe's privilege to act as a link between the producers and consum- 
ers of America’s dried fruits, recognized as the world’s finest. Many thousands of vineyards and 
orchards, devoted solely to the production of these table delicacies, are located along our lines. 
In 1937 more than 100,000 tons of dried peaches, pears, apricots, raisins, figs, prunes and apples 
— representing many times that weight in superb fresh fruit — traveled to you over Santa Fe rails. 
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Another example of the versatility of “dag’’ 
Brand colloidal graphite . . on the one 


and 


hand, the well known use of dag for break- 
in of Wright “Cyclone engines a-teltistiits 
initial wear and insuring longer life... on 
the other, the use of this material by SPERRY 
as the standard lubricant for the arc mecha- 
nism of high intensity searchlights And 
resistance to high temperatures its a prime 
reason, also, for. the popularity of “dag” in 
the lubrication of widely divergent mecha- 
nisms suc h PE Milelalela) picture projectors Tate, 
oven chains 

Then, too, it serves as an Tulele-telelaiate) 
material, a corrosion inhibitor, as an elec 
trical conductor. Perhaps “dag” colloidal 
graphite can: be useful to you. Ask for 
Technical Bulletins 112 and 130 
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Business Week - December 


Christmas approaches. t 
melts and Shylocl forgets his 
flesh as peace and goodwill fill t 
of men—even business men. B 
Ness WEEK, ever mundane, 
Christmas cover to point the d 
of the season for business 
them not only the pleasant 
Christmas shopping, but also 
less agreeable job of Christma 
How agreeable the selling this 
reported in the story, “Stores / 
Christmas Goods,” on page 3 


Speaking of Christmas, the ci: 
department sent an emissary uj 
us that this issue will be the 
those myriads of men whose frie: 
so discriminating as to make 
Business WEEK. The circulation 
ment thought it would be nic: 
said something nice to the new 
but we cooled their enthusiasm 
marking that it seemed to us that B 
Ness WEEK is about as thrilling 
ent for a business man as a 
cleaner for a housewife. 

But we do have a comforting t 
for you gift-subscribers: we're not 
to cost you anything. And—who | 
—after you've had Busrvess W! 
crammed down your throat f{ 
months, you may be able to tl 
somebody to give us to next Chri 

With that happy thought, we we 
you and wish you—and old subscr 
too—a very merry Christmas. 
ey 
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Stenotype 
Notes— 
slightly 
reduced 





What's New in This Picture? 


= OUNG man in center background,” you say. 
“What's he doing?” . . . He’s recording an 
important sales-conference. And getting every 
word without even looking at his machine. He's 
the vice-president’s right-hand man— private 
secretary and organization reporter both, because 
he’s a Stenotypist. 

In hundreds of modern establishments this 
illustration is nothing new. To them, the Steno- 
type’s speed and accuracy are as familiar as the 
speed and accuracy of other efficiency equipment: 
typewriter, mimeograph, multigraph, comptom- 
eter, or adding machine. For Stenotypy’s modern 
“Machine Age” advantages save errors, delays, 
time and money for thousands of today’s busy 
executives. 


What Is Stenotypy? 


Stenotypy is the verbatim, phonetic typing of 
speech for purposes of record. It is done on the 
small, silent,portable Stenotype—operated by touch 
and using ten fingers the same as in typewriting. 
Shown at left are simple Stenotype notes. They 
are plain English letters that you can read already. 
All such notes are as legible to your Stenotypist 
as ordinary print. And being machine-typed at 
a word per stroke, they insure speed and accuracy 
unrivaled by any other shorthand method. 


These advantages are distinct assets to executive 
and secretary alike. You dictate rapidly, tech- 
nically, as you wish. Your operator gets it all. 
Without sacrifice of the accuracy you prize, you 
produce better, more natural, letters save time 


in handling volume correspondence. 


Dictation Dividends—for YOU ! 


And since one Stenotypist’s notes can be read 
by any other Stenotypist, wherever several oper- 
ators are employed emergencies can be effectively 
met by dictation to one Stenorypist while another 
transcribes. Notes of any absent operator can be 
typed, and schedules kept unchanged. Cold notes 
are no longer handicaps. Equally important, too, 
is your secretary's ability to report organization 
meetings—and thereby add immeasurably to his 
or her service-value. 


Today, competent Stenotypists are available 
in practically any locality. We recommend con- 
sidering one for your next opening. Simply tele- 
phone your leading business college—or if you 
wish, our own Placement Department is at your 
disposal in locating an applicant. 


Arrangements are now operative in many cities 
for supply ing Ot« notype training to stenographers 


and typists in their spare time; and we shall be 
glad to furnish particulars on request. 


A new booklet, “Stenotypy In Your Office,” gives 


businessmen further interesting information, and will 


be sent promptly, on inquiry addressed to Dept. ST-14. 


THE STENOTYPE COMPANY 


4101 S. Michigan Ave., Chicago 
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TEN-YEAR RECORD 





ARLINGTON MEMORIAL BRIDGE, BUILT WITH 
BOTH LONE STAR AND ‘INCOR’, SHOWS 
WHY TWO PORTLAND CEMENTS ARE NEEDED 


‘ 


4 Bar 


5° 


used to take weeks to 


INCRETE 
harden. Then, as Portland 


were improved, hardening time was reduced, 


cements 


and now 5 to 10 days usually suffices. But 
often it isn’t possible to wait even that long 
—concrete has to be used sooner, or money 
can be saved by faster schedules. 

That is why, ten years ago, the makers of 
Lone Star Cement introduced ‘Incor’. This 
24-Hour Cement hardens five times as fast 
—you place concrete one day, use it the 
next. That saves non-productive time wait- 
ing for concrete to harden, makes concrete 
a ready-to-use material. 

Lone Star and ‘Incor’ are both Portland 
Cements, with the same high strength and 
durability. Only difference is that, through 
basic process refinements, ‘Incor’ hardens 5 
times as fast. Because of this extra process- 


4 e > ~_ ° > 
ing, “Incor’ costs more. So you use “Incor 





when it shows a net profit—otherwise, use 
Lone Star. 

And you gain cither way, because both 
cements make better concrete—as W ashing- 
ton’s beautiful Arlington Memorial Bridge 
illustrates. Here 100,000 bbls. of Lone Star 
and 5,000 bbls. of ‘Incor’ were used. ‘Incor’, 
in bridge keyways, released forms 10 days 
sooner, reduced form expense, avoided hazard 
from movement of steel falsework, due to 
temperature change. Elsewhere, Lone Star 
was used, producing strong, dense, long- 
wearing concrete. 

To make sure of getting the most for your 
money, tell your contractor to figure with 
both Lone Star and ‘Incor’. Write for copy 
of “After Ten Years” —shows where “Incor’* 
saves time and money. Lone Star Cement 
Corporation, Room 2292, 342 Madison Ave., 
New York. *Reg. U. S. Pat. Off. 


LONE STAR CEMENT CORPORATION 


MAKERS OF LONE STAR CEMENT::-+‘INCOR’ 24-HOUR CEMENT 
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| Helpful Hints 
Ir you Don’t KNOW what to give {) her 
for Christmas, consider the lounging «be 
offered by F. R. Tripler & Co., . 
York, made of rayon and pure gold 
costing $500. . Or one of Broy 
King & Co.’s cork-insulated Viking « 
. . Or a Mono-Ski, belly-bu -‘er- 
type, coaster which has a single s] 
stead of runners; made by Flierl Prod: cts 
Co., Buffalo. . Mother might like a 
Curity nursery mask, offered by |} 
dall Mills, Walpole, Mass., worn over 
the face to prevent mouth germs in 


ing baby. 


coats. . 


Getting Them Inside 
A. R. Wiison, Wynnewood, Okla., « 


gist suggests concerted move to abolish 
curb service and get motorists into stores. 
... New funny magazine called Chuc/:les 
planned for New York’s metropolitan 
area, will be confined to persons making 
over $5,000 annually. . . . Railway Ex- 
press Agency will start fast refrigerated 
service with a new container (made by 
General Electric) holding 300 lb. of 
frozen foods, fish, fresh vegetables, fruit, 
cooled by dry ice or water ice. 


Selling Good Citizens 
Berea Courece, Berea, Ky., sells good 
citizenship in its drive for financial sup- 
port by showing before-and-after pictures 
and records of mountain boys it has 
helped to education and a start in life 
... White kitchen bowls used by Armour 
& Co. to package its Star sausages are so 
greatly in demand that line will be ex- 
tended to red, yellow, blue, green bowls. 
. National Glass Distributors Associa- 
tion voted its first annual award for « 
standing industrial accomplishments 
Libbey-Owens-Ford on two citations: its 
manual for dealers on use of structural 
glass for modern store-front construct 
its window conditioning campaign. 
, Railways’ complaint that their taxes are 
| used to build roads for automobile com- 
Automobile 
statement 


petition is answered in 
Manufacturers’ Association 
that in 1937 Class 1 rail carriers paid an 
estimated $329,000,000 in taxes but re- 
ceived $473,431,000 revenue from auto- 
motive freight. 


Beer Resets Its Sights 

Since Pusuic-Revationist Edward L 
Bernays stepped out and Public-Re!a- 
tionist Bernard Lichtenberg stepped into 
United Brewers Industrial Foundation, 
this organization for consolidating the 
good-will drive for beer has shown a 
marked change in direction. Under Ber- 
nays’ guidance emphasis was on divo 
ment of beer from other alcoholics, beer 
| as a food, a high-falutin brewers’ coc 
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nberg idea is to hammer into line 
cous joints that give beer a bad 
nd furnish the drys good ammu- 
He is extending use of the “Ne- 
plan” whereby beer is withheld 
insavory outlets and deliberate 
ikers turned in to local authorities. 


Saves Money and Suffering 
MmWAUKEE HAS SAVED $30,000 annu- 
ally for itself and much suffering for its 
empl yees through a safety program to 
cut accident compensation payments and 
medical expenses. . . . Economical Soviet 
nion plans ultimately to take down and 
re-erect at home its 70,000 sq. ft. build- 
ing for the New York World’s Fair. . . . 
4 committee is developing a uniform 
sales-book for New York retail stores 
which will cut costs, work more simply, 
» time and expense in training sales- 
eople... . A new process for “flash pas- 
teurization” of milk developed by scien- 
tists at University of Illinois (Urbana) 
and Purdue University (Lafayette, Ind.) 
promises to cut the time of bacteria de- 
struction from 30 minutes to 16 seconds. 
_. . Witt’s, Minneapolis food retailer, 
offers turkeys that are not only fresh- 
roeen and de-pinfeathered but also 
ready-stuffed, needing only to be shucked 
of a cellophane kimono to be popped 
into the oven. 


Pamphlets of Importance 


“Tae Arrport Ditem™Ma,” published by 
Public Administration Service, Chicago, 
covers problems of planning and financ- 
ing... . Annual “Retail Credit Survey” 
for 1987, an analysis of data collected 
from credit-granting firms in 14 trades, is 
now available at the Bureau of Foreign 
and Domestic Commerce, Washington, 
D.C.; price 20¢. . . . Other helpful book- 
lets recently published by the bureau in- 
clude: a study called “American Wooden 
Boxes and Crates” (10¢); world develop- 
ments and foreign markets in “Synthetic 
Organic Chemicals” (20¢); “Suggestions 
for Use in Making a City Survey” on 
commercial and industrial potentialities 
l0e). . . . “The Preservation of Busi- 
ness Records” (published by the Busi- 
ness Historical Society, Baker Library, 
Boston), tells business men what mate- 
rial should be preserved, why, when, and 


how. 


New “Con” Games 

PUBLICITY ATTENDING activities of Na- 
tional Farm Chemurgic Council has been 
capitalized by racketeers to put over all 
sorts of rural frauds. Cotton seed “guar- 
anteed” to produce four bales per acre 
has been sold for as much as $100 a 
bushel. An “association” sells super-sows 
at $150 a head, promising to buy all 
their young pig children at $75 each. 
Other get-rich-quick schemes involve 
worthless Florida oyster beds, sale of 
unadaptable land for tung trees, phony 
processes for making sugar and alcohol 
from Jerusalem artichokes. 








GENERAL 


A MAESTRO OF POWER 


gee and responsive as the strings and brasses of 


a great orchestra, power moves beneath this man’s 
finger tips. Electric power, varied at his will from the 


crashing force of ten thousand sledges to the delicate 


Ppianissimo that pares a hairbreadth from a piece of 


steel. And so, from the machine that obeys this man's 
bidding rolls forth the symphony of American industry 


—more goods for more people at less cost. 


This man is typical of the millions of American work- 
men who, with the machines they direct, set the tempo 
of American industry. Today the mechanical power in 
the hands of each factory worker is four times what it 
was 50 years ago. As a result, the amount that each 
worker can produce has more than doubled. And be- 


cause he produces more, he has more. 


That is why five out of six American families own 
radios, why four out of five have automobiles, why 
one out of three owns an electric refrigerator. That is 
why America has today the highest standard of living 
the world has ever known. And General Electric 
scientists, engineers, and workmen, by applying electric 
power to the machines of industry, have done much to 
make this progress possible. Their efforts today are 
directed to the task of bringing about still higher 
living standards. 


G-E research and engineering have saved the public from ten to one hundred 


dollars for every dollar they have earned for General Electric 








ELECTRIC 


Nothing takes the place of 
personal salesmanship .. . 


UT even your best salesman becomes doubly 
B valuable when he steps into a prospect's office 
armed with your business film and a Filmosound 
Projector. That’s sound salesmanship. It gets in and 
gets the order! 

When the prospect wants proof 
instead of words, demonstrations in- 
stead of descriptions, your commer- 
cial film gives them to him... in such 
a believable, emphatic way as to com- 
mand his unwavering attention. 

Alert merchandisers like National 
Carbon, Union Pacific R. R., Cali- 


FAINT PICTURES NEVER WON FAIR SALES 
Brilliant pictures and faithful tone quality can be had with 
this compact, one-case Filmosound. It can be put in opera 
tion in less than three minutes. Affords theater-like presen- 
tations in office, salesroom, or moderate-sized auditorium. 


Business Week - December | 


SELLING IS 


outed SELLING... 


THE ORDERS PROVE IT! 


TY 3 kX ras 


fornia Fruit Growers’ Exchange, all the leading auto- 
mobile manufacturers, and hundreds of others prove 
every point in their sales stories with business films 
and Filmosound Projectors. These firms find that 
Filmosounds show films at their best. So will you. 

For details about Filmosound Projectors, write 
Bell & Howell Company, Chicago, New York, Holly- 
wood, London. Established 1907. 


‘ PROFIT BY THE EXPERIENCE OF OTHERS 
SHOWMANSHIP, Today’s Formula for 
Selling, is a complete, concise story of 
what has been done, and what you can 
do, with commercial films. Ask your 
secretary to send the coupon for copy: 


aman = = 
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WASHINGTON (Business W eek Bureau) 
—“No more foreign loans” will be 
the slogan on Capitol Hill when 
Congress meets next month. As far 
as Europe is concerned, the Admin- 
istration will have little quarrel 
with such an isolationist sentiment, 
but when the issue comes down to 
risking taxpayers’ money on loans 
to South American countries, either 
for trade development—the idea 
Henry Morgenthau is toying with— 
or for building up defense of this 
hemisphere, there will be a real 
conflict. 














Wall Street vs. the Crossroads 
Iv Watt Street, where loans for trade 
development have always been popular, 
the prevailing opinion is that the Ad- 
ministration will out, that Lon- 
gress will be persuaded to make the 
necessary authorization. But return- 
ing Congressmen insist that the rest 
of the country, outside the big manu- 
facturing centers, doesn’t favor loans. 
These Congressmen say that the cross- 
road debaters have decided the issue. 
Certainly, it cannot be denied that the 
Mexican oil troubles bulwark the dollar 
isolationists, for while the boys out in 
the sticks care nothing about the con- 
fication of millionaire properties and 
would not fight for them, they don’t 
like Mexico’s attitude about taking the 
properties and not paying for them. 







win 

























0- The present conviction of the grass- 
ve roots Congressmen is that federal loans 
ns to Latin America will be even less re- 
at spected than loans made through banks. 
So they feel that if any money is to be 
om spent to keep Europe out of America, 
ite it should be spent on United States 
y- ships, airplanes, and guns. 
They say that approach strikes the 
back country as safer, saner, less apt 
RS to provoke hard feelings when pay day 
‘or comes, and less apt to make a sucker 
of of Uncle Sam. 
an . 
- Roper’s Successor 
va Ir Preswwent Rooseve tt insists on Harry 





Hopkins, WPA Administrator, as suc- 
cessor to Secretary of Commerce Roper, 
he will run the risk of a fight in the Sen- 
ate over confirmation, probably led by 
Sen. Bailey of North Carolina. But the 
President has faith in Hopkins’ executive 
ability besides having a keen personal 
affection for him; hence he’s inclined to 
risk it. 












Nothing for the Refugees 

THERE WILL BE NO REVISION of immigra- 
tion quotas to take care of persecuted 
Jews from Germany and Italy. Con- 












gressmen returning from their districts 
have told the White House and Labor 
Department that there is no use sub 
mitting any proposals for amendment 
of the present law because they don’t 
propose to be the goat. 


Reorganization Rows Ahead 


AGreeMEeNT by House and Senate lead- 
ers to pass the government reorganiza- 





Crop Salesman 





Harrie & Bwing 
To take the curse off crop control— 


now getting plenty of cursing—Sec. 
Wallace is putting a new face on the 
farm program by plugging AAA’s 
marketing activities. The plan is to 
keep production control, sure. But 
there will be more emphasis on en- 
larging the home market by moving 
more farm produce at lower retail 
prices; on giving the farmer better 
prices by squeezing the middleman’s 
profit. Key man in the plan is A. G. 
Black, above, who quit Iowa State 
College in 1933 to take charge of the 
original corn-hog program. Now, as 
the recently appointed head of all 
the marketing research, promotion 
and regulatory activities previously 
scattered through the Agriculture 
Department, he has the job of mak- 
ing AAA’s shift in emphasis look real. 


tion bill in piecemeal fashion will not 
avert plenty of fighting over the pro- 
posals this winter. 

Congress will not grant the President 
power to touch the Veterans’ Bureau 
An amendment this 
from his new powers was only narrowly 


excluding agency 
voted down by the Senate last time 
Congress will not agree to substitute 
the plan for the pre-audit 
method the Comp 


post-audit 
now exercised by 
troller General 

Congress is perfectly willing to give 


the President the half dozen new secre- 
taries he wants, so there will be more 
talk again this year about those boys 


with a “passion for anonymity” 


Fight on Handling Agencies 


Opronents of reorganization will fight 


the so-called “compromise” by which 
Congress will have the right to disap 
prove the President’s changes in the 


government agencies after he 


Point is, they say, that 


various 
has made them 
disapproval could not be effected unless 
two things were done: (1) a two-thirds 
majority in both House and Senate over- 
rode the change; (2) cloture were put 
into effect in the Senate, because other 
wise a few supporters of the White Hous 
could filibuster and prevent reaching a 
vote within the stipulated time 

What the critics really desire is that 
the President his plans in ad 
vance and let Congress pass on them 


The White House balks at this becaus 


have too many personal 


submit 


Congressmen 
ties with the bureaucrats ever to make 
possible any legislation aimed at par- 
ticular agencies. 


Patent Law Change Looms 
First act in the Temporary National 
Economic Committee's dealing 
with patents, points to amendment of the 
basic patent and anti-trust laws in order 
to nip restraint of trade by group monop- 
olies founded on patent ownership. 

It’s obvious that the committee, de 
spite a conservative minority, has been 
impressed by the Justice Department’s 


show, 


argument that under the patent laws 
Congress has delegated to industrial 


groups its power to regulate commerce, 
and they use the power as they see fit. 

That such use may be beneficial to in- 
dustrial progress and the general welfare 
in some instances and damaging in others 
seems to be beside the point. 


Another Black Eye 

THe MYSTERIOUS CASE OF McKesson & 
Robbins’ missing assets (page 15) had 
the to-be-expected reaction from New 
Dealers. Glib comment in Washington 











158 Tons of ‘‘Bridgework"’ 
on the Move 





@ Ever seen a bridge— 
rolling? Here’s part of one 
—girders 135 feet long 
rolling on special cars 
over Erie tracks. Today 
this 158-ton bit of “bridge- 
work” helps support traf- 
fic over a half-mile gap. 


An unusual shipment? 
Not at all! Erie is frequent- 
ly called upon to carry 
heavy, bulky freight like 
this. That’s because man- 
ufacturers have learned 
even the big, bulky loads 
get safe, swift passage 
through the high, wide 
clearances of America’s 
“Heavy Duty Railroad.” 


Try Erie on your next 
shipment—whatever it 
may be. Get the benefit 
of the fast, safe, econom- 
ical service that’s made 


Erie “First in Freight.” 


Travel 
the Seanie Erie 


York, Binghamtos, 
Chavtsuque — 
own, Clev eland, Akron, Chi : 
1ONED T RAINS 
MEALS * FINEST 
Lowest FARES 
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| this week about the troubles of the big 
wholesale drug house ran something like 
this: Big business is so big and its man- 
agerial responsibility so dispersed that it 
can’t even protect its stockholders, let 
alone serve the public welfare. 

The Administration hasn’t had much 
to say about the shortcomings of busi- 
ness since the flare-back from the violent 
attacks made by Bob Jackson, Ickes, 
et al. a year ago. 

Thurman Arnold during the course of 
the TNEC hearings had admitted grudg- 
ingly that “bigness in itself is not an 
evil under all circumstances.” But the 
McKesson & Robbins affair, regarded as 
all-of-a-piece with the Whitney defal- 
cation, has set Administration tongues 
to wagging with dour complacency, and 
big business in general is in bad odor. 





For Wage-Hour Amendment 


SeveraL influential members of the 
House Labor Committee, among them 
Rep. Ramspeck of Georgia, will urge 
that Andrews of the Wage-Hour Admin- 
istration be called early next session to 
discuss amendments of the law. 

Ramspeck regards the hours provision 
as working hardship on employers of 
high-paid skilled and professional men. 

Mrs. Norton of New Jersey is coming 
back as chairman of the committee but 
the Georgia Congressman pulls more 
than his own weight in the boat. 


New TVA Directors? 


THREE LAME pUCKS may get the fat 
TVA directorships. New Dealers on 
Capitol Hill think the state of health 
of Lilienthal and Harcourt Morgan will 
make it impossible for them to go on. In 
addition, they think the appointment of 
a clean new slate as directors of this 
agency would have a soothing effect, es- 
pecially as the bickering of the present 
directors with Arthur E. Morgan, de- 
posed member, has_ received more 
publicity than the merits of the half 
billion dollar public enterprise. 

Sen. Harry Schwartz of the TVA in- 
vestigating committee has already sug- 
gested Sen. Fred Brown of New Hamp- 


Brown is an ardent pro-public owner- 
ship man, and utility baiting has been 
one of his chief political plans during 
his public career. Schwartz thinks Brown 
should be made chairman in place of 
Harcourt Morgan. 


Committee Will O.K. TVA 


A cLean Bit will be given TVA by 
the investigating committee, with seven 
| members signing the majority report and 
three signing a violent dissent. Sen. 





| Frazier of North Dakota will join the 
| six Democrats in approving, while Reps. 


Wolverton and Jenkins and Sen. Davis 


| will sign the minority report. 


Incidentally, after months of hear- 
ings, the committee still has no idea 
what the much advertised “yardstick” 


shire, who was defeated for reelection. ‘ 


Business Week - December 17 


Andrews Cracks Dow: 
HAVING WOUND UP THE MA 
part of his “question-and-answ 
job with Interpretative Bulk 
No. 6 (explaining the scope of 
emption for retail or service 
ployees) , Administrator Elmer 
drews of the Wage-Hour Divi: 
is moving rapidly to the import 
enforcement phase of his work 

Two non-compliance cases, 
in New York and one in the So 
selected from the 3,300 compla 
to date, look like proper test ma 
rial to determine the law’s Cor 
tutionality, which Andrews wo 
like to get decided by the Supr: 
Court during this term. 

Washington observers are gen 
ally agreed that if Andrews « 
penalize a non-complier and ma 
it stick, he can stop the growth 
evasion practices along the fring 








really is. Lilienthal, several months ag 
in Knoxville, kicked the popular 
Congressional idea of it higher than : 
kite but has not supplied his promised 
definition. His present illness makes it 
unlikely he will be able to do so before 
the committee reports. 


Reporting on Questionnaires 


1 


Havine wrestled for months with the 


problem of cutting down on question- 
naires and demands on business for sta- 
tistics, the Central Statistical Board will 
submit its report to the President on or 
before the first of the year. 

It won’t please everybody in or ou 
of the government but, so far as it go 
it’s all to the good. Specific suggestions 
will be made for consolidation and « 
nation of much statistical work. Legisla- 
tive action will be proposed to carry 
them into effect. 

Government agencies that don’t see 
eye to eye with the board’s report— 
there’s considerable jealousy among 
them—will present their own ideas in 
an appendix. 


Worried About Wool 


Woot, which in Schedule K of Payne- 
Aldrich tariff fame caused so much grief 
back in the Taft Administration, prom- 
ises trouble for Sec. Hull’s trade policy 

Sen. O'Mahoney of Wyoming, for 
years a Roosevelt-Farley protégé and 
later an insurgent on the Supreme Court 
issue, has served notice that wool must 
not be included in any tariff concessions 
to Australia. 

Serious question is how wide a range 
of bitter opposition the Hull policy will 
be able to survive, with the Administra- 
tion hope that the good effects of the 
policy as a whole will prevent logrolling 
opposition from uniting critics. 


‘ 
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SLatest Preceding Month 6 Months Year 
> ago Week Week Ago Ago Ago 


and BP rHeE INDEX *103.8 $105.2 101.5 743 84.6 


a PRODUCTION 

mused %Steel Ingot Operations (”% i hae 57.6 59.5 62.6 27.1 274 

ces it * Automobile Production 100,705 98,695 86,300 40,175 85,763 
vefore * Residential Building Contracts (F. W. Dodge, 4- week daily average in Gamat $4,097 $4,296 $4,438 $3,329 $2,693 

* Engineering Construction Awards (Eng. News-Rec. 4-week daily av. in thousands) $10,570 $10,986 $9,595 $6,727 $7,902 

* Electric Power Output (million kilowatt-hours)... . ee 2,319 2,286 2,209 1,992 2,196 
Crude Oil (daily average, 1,000 bbis.)....... 3,245 3,224 3,243 3,132 3,414 
Bituminous Coal (daily average, 1,000 tons) ats - 1,417 11,533 1,330 916 1,378 
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stion- TRADE 
* Miscellaneous and L.C.L. Carloadings (daily average, 1,000 cars).. 
a x All Other Carloadings (daily average, 
a Will Check Payments (outside N. Y. City, millions)..... 
on or Money in Circulation (Wednesday series, millions)... . 
Department Store Sales (change from same week of preceding year) 


PRICES (Average for the week) 

Spot Commodity Index (Moody's, Dec. 31, 1931—100)... 

Iron and Steel Composite (Steel, ton) : 

Scrap Steel Composite (/ron Age, ton) 

Copper (electrolytic, Connecticut Valley, Ib.) 

Wheat (No. 2, hard winter, Kansas City, bu.) 

Sugar (raw, delivered New York, 

Cotton (middling, New York, Ib.)......... 

Wool Tops (New York, Ib.)........ 

Rubber (ribbed smoked sheets, New York, Ib.).............46- 





ort— 


mong FINANCE 
é n Yield—Corporate Bonds (Standard Statistics, 45 issues) : 
Yield—U. S. Bonds (average of all issues due or callable after 12 years)!.... 
Yield—U. S. Treasury 3-to-5-year Notes 
Call Loans Renewal Rate, N. Y. Stock Exchange (daily euwaned. 
Prime Commercial Paper, 4-to-6 months, N. Y. City (prevailing rate) 
ay ry Business Failures (Dun & Bradstreet, number) 
grie 
prom- 
volicy 


BANKING (Millions of dollars) 
Demand Deposits Adjusted, reporting member banks 
Total Loans and Investments, reporting member banks... 
for Commercial and Agricultural Loans, reporting member banks 
and Securities Loans, reporting member banks 
Court U. S. Gov’t and Gov't Guaranteed Obligations He'd, reporting member banks. 
Other Securities Held, reporting member banks 
Excess Reserves, all member banks (Wednesday series) 
Ssions Total Federal Reserve Credit Outstanding (Wednesday series) 


must 


range | STOCK MARKET (Average for the week) 

> will 50 Industrials, Price Index (Standard Statistics) er . 132.8 95.3 105.9 
4 20 Railroads, Price Index (Standard Statistics) ’ J 33.1 21.3 33.0 
> ie 20 Utilities, Price Index (Standard Statistics) . 68.2 54.3 61.1 
f the 90 Stocks, Price Index (Standard Statistics) . 106.8 77.2 87.2 
olling Volume of Trading N. Y. Stock Exchange (daily average, 1,000 shares)..... 1,055 1,799 386 980 


*Factor in Business Week Index. * Preliminary, week ended December 10. ?t Revised. § Date for “Latest Week” on cach series on request. 
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MEN AT THE HELM need more than current to guide them today 


Drifting was an adequate method of transportation in the old flat-boat days because the richness of the 


continent made a successful life possible for the pioneer almost anywhere the current carried him. « B 





ee 


successful business today must be prepared to alter its course to meet changing conditions and markets. Few 
managements have the time or facilities to keep informed of all the changes that affect their industry. « Many 
enterprises have found impartial studies and analyses made by SANDERSON & porter to be helpful in adapting 
their policies to changed conditions. The firm is a partnership established more than 40 years. Its organiza- 


tion includes individuals of widely varied experience, whose 





composite advice and service are available to clients. 
Arrangements to have a SANDERSON & PORTER representative 
call to discuss your problems may be made, without obliga- 


tion, through any of the firm’s offices. 





SANDERSON & PORTER offer engineering 


services in connection with: 


DESIGN -—— CONSTRUCTION 
MANAGEMENT PROBLEMS * REORGANIZATIONS 


NEW PROJECTS 


8 A N D iz R Ss oO N & Pp  @) R T e | FINANCING . MERCHANDISING 
ENGINEERS MERGERS 


NEW YORK 
$2 WILLIAM STREET 


PURCHASES — 


VALUATIONS 
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THE BUSINESS OUTLOOK 


Recovery movement finds its first resting-place. But important 


decline in business is very improbable, and there is excellent 


reason to expect another upsurge next spring. 


THis WEEK is notable for the first reac- 
tion in the Bustness Week Index of 
General Activity since before Election 
Day, and indeed for a bigger reaction 
1} points) than revival 
started in June. Great emphasis should 
never be laid on the movements of a 
single week, since the following week may 
see a reversal and the whole movement 


any since 


be one of merely random causation. But 
the failure of the index to make any 
progress since mid-November indicates 
that the zone is now reached in which 
the recovery movement is to find its first 
resting place. 


Better Than Predictions 


The current level, as the experts of the 
Temporary National Economic Commit- 
tee have rightly emphasized, is utterly 
insufficient from the long-range point of 
view of the employment and wellbeing 
of the people. It does, however, give at 
least some cause for satisfaction when 
compared with the situation six months 
ago or with the year-end predictions made 
by many business men and forecasters 
one year ago. Automobile output last 
week passed 100,000 cars for the first 
time since Bank 
debits in leading cities (excluding New 
York to reduce the effects of speculative 
activity), as compiled by the Federal 
Reserve Board, surpassed the compar- 
able 1937 figure for the first time. Elec- 
trie power output reached a peak only 
attained in a single week in the past 
which happened to be the week before 
Labor Day, 1937). General industrial 
activity, as measured by the Business 
Werk index, is 40% above its low point 
of six months back and has regained 60% 
of its total loss since the midsummer 
1937 peak. 


the summer of 1937. 


Autos, Steel, Textiles 


In the near future there may well be 
several weeks or even two or three 
months of hesitation. Automobile output 
May not touch 100,000 cars again, since 


the largest company has just gone back 
to a four-day per week schedule. Steel 
operations this week (which will be re- 





In the Outlook 


Keystone 
“Preposterous” is the word for Rep. 
Patman’s federal “death sentence” 
chain store tax, according to Gen. 
Robert E. Wood, president of Sears, 
Roebuck & Co., who this week in- 
formed the company’s 48,000 stock- 
holders that the proposed tax would 
cost Sears $14,000,000 a year. (Last 
year's profit: $30,828,248.) With the 
Patman bill 
H.R. No. 1 


intensifying 


scheduled to become 
on Jan. 3, chains are 


their attack, turning 
first to their stockholders, who—as 
the Kroger chain recently discovered 
—are alinost completely uninformed 


about the bill. 


flected in the general index of activity 


published next week) are down 2 


points, 
the biggest drop since recovery began, 
with the exception of the July 4 and 
Labor Day weeks. Orders in a number of 
lines, which had failed to pick up since 
Election Day contrary to general expe 

ln st 
that one can say at this point is that the 


tations, are still running low. The 
downward movement is not cumulating. 
A real pick-up in orders, and with it a 
rally in basic commodity prices, is not 
now awaited until January. There is 
some danger that a large part of the 
textile industry will be 


pelled, unless sales pick up unexpectedly, 


cotton com- 
to curtail the present high rate of opera- 
tions. In the paper industry, also, there 
noted with 


is some dissatisfaction 


current orders. 


Strong Current Underneath 


In spite of the prospects that business 
improvement will level out in the near 
future, there is a strong enough current 
underneath working toward recovery to 
make any important decline in business 
most unlikely give excellent 
grounds for expecting another forward 


and to 


movement next spring. 


Retail Sales Improve 


Satisfactory retail sales are one aspect 
of this recovery current. The Christmas 
trade is not in any sense at a prosperity 
level, but in dollar volume it is going to 
be very close to that of last year—which, 
it will be remembered, took place at least 
a little before the full impact of the re 
cession had seriously affected the pur 
chasing power of all classes. In physical 
quantities 1988 Christmas buying may 


prove actually larger. 


Durable Consumers Goods 


The sale of durable consumers’ goods 


presents a mixed picture. Automobile 
retail sales in November were 4% 
Novembgr, 1937, when in turn they were 


about half way from their prosperity peak 


above 
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The Department of Justice Charts the Bottle Industry for TNEC 























TREND IN NUMBER OF COMPANIES OUTPUT OF 5 LARGE COMPANIES | 
AND TOTAL OUTPUT (compared with the remaining 35) 
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From “The Manufacture of Bottles,” a bulletin prepared by the De- 
partment of Justice for the Temporary National Economic Committee. 


“Pay Dirt” in Glass Containers 


Significant patent facts in this industry are dug 


to their depression low. This showing is 
considered encouraging by the industry, 
but there is some worry over the failure 
of commercial cars and trucks to pick up 
in any volume. All in all, there is ground 
to believe that enough purchasing power 
is now being or will be exerted to hold 
up the business structure at present levels 
of activity until new influences are 
brought to bear during next spring 
and summer. 


Rail and Utility Buying 

These new influences are expected to 
come primarily from the heavy indus- 
tries. Some railroad buying is seen ahead 
in any case, and the perennial hope of 
government financial aid to railroad 
equipment purchases now seems to have 
a better foundation than at any time in 
the past. There is also a possibility, based 
on the heavy sales of electrical power, 
on the national defense program, and 
perhaps on lessening hostility between 
the government and the utility industry, 
that the utility expansion program will 
be a bulwark of next year’s buying. 


Building Is Biggest Hope 

The big push should come from the 
building industry. This week the Presi- 
dent, finding that mortgages insured by 
the Federal Housing Administration were 
close to $1,600,000,000 as compared to 
an authorized $2,000,000,000, used his 
power of increasing the allowable total 
to $3,000,000,000. In the non-residential 
field the public works program will be- 
come really effective next spring and 
summer. In brief, the construction indus- 
try in 1938 and 1939, quite unlike ’36 and 
87, should prove the major support of 
recovery. 





up in TNEC’s investigation. President of Hartford-Em pire 


Co. defends its methods of control. 


WasuHIncTon (Business Week Bureau; — 
Digging for “pay dirt” in its investigation 
of the effect of patent controls on com- 
petitive conditions in industry, the De- 
partment of Justice this week turned to 
the glass container industry. Evidence 
obtained for the Temporary National 
Economic Committee from the sub- 
poenaed records of the Hartford-Empire 
Co. and the Owens-Illinois Glass Co., 
plus the testimony of their officials re- 
garding concentrated control exercised 
through patents owned by them, pre- 
sented a sharp contrast to conditions in 


the automobile industry in which a free-' 


use system has prevailed during the 
greater part of its life (BW—Dec10'38, 
p14). 

Hugh B. Cox, the young government 
attorney conducting the hearing, an- 
nounced that at this stage in the presen- 
tation of evidence the Department of 
Justice takes no position with respect to 
the legality of the practices revealed by 
the testimony, but more than one of 
Assistant Attorney General Thurman 
Arnold’s squad of anti-trust lawyers 
wished that they were going it hammer 
and tongs in a courtroom and not work- 
ing for the scrupulously polite and con- 
siderate TNEC in the hospitable pre- 
cincts of the Senate’s marble-pillared 
caucus room. 

Mr. Cox established that the gob-fed 


process, controlled by Hartford-Empin 
and the suction process, controlled | 
Owens-Illinois, are the most econon 
fully automatic methods of bott!: 
duction. Owens-Illinois, which owns 
operating plants, accounted for 292 


of the 1937 output of glass containers 


and has not granted any new licer 


to other manufacturers since 1914. Hart- 


ford-Empire, making neither machiner 
nor bottles, has leased the machiner 
made under its patents to 30-odd mar 
facturers, whose output comprises (7.4 


of total production. (Hartford-Empires 
receipts from royalties and license fees 
totaled $6,065,262 in 1937 and $40.47!- 
062 in the period from 1923 to 1937 


inclusive.) 


The remaining 3.4% of total produe- 
tion is divided among three independent 
plants—Alexander H. Kerr & Co., Obear 
Nester Glass Co., and F. E. Reed Glas 


Co. (see chart). 


Restrictions as to Licenses 


Excepting Owens-Illinois and Haze’ 


Atlas Company, both of which do 
national business, 
licensees are restricted both as t 
manufacture of certain 
and, in some instances, as to quan! 

according to the testimony of fF. & 


Smith, the company’s president. On’ 
and 





Owens-Illinois, Thatcher Glass Co 
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Liberty Glass Co. are free to make un- 
jimited quantities of milk bottles. 

Hartford-Empire’s president testified 
candidly that the company would refuse 
to grant new milk bottles 
because present capacity is "way in excess 
of consumption, but if capacity didn’t 
take care of demand new licensees would 
be welcomed. The tender subject of the 
virtues of government control versus in- 
dustrial management was introduced by 
Sen. O’Mahoney’s remark that this was 
srt of an AAA in milkbottles—but it 
isan AAA that is used, said the urbane 
Mr. Smith, more intelligently. 

In the container industry as a whole 


licenses on 


there has always been over-capacity and 
it’s running now at 60°%, according to 
Mr. Smith. He defended the use made 
by Hartford-Empire of its patent rights 
as beneficial to the industry. 

The Department of Justice followed 
a long trail through the ins-and-outs of 
the company’s history that led to its 
present dominating position in the indus- 
try. Starting on a somewhat different tack 
concerning the Owens-Illinois Co., Con- 
ductor Cox put its president, William E. 
Levis, on the stand to testify regarding 
the extensive interests and influence of 
three generations of the Levis family on 
competition in the industry. 


Accounting for McKesson-Robbins 

Search for an explanation of how wholesale drug 
company’s assets vanished is likely to lead to tighter 
control of accounting procedure. 


On Monpay EVENING, Dec. 5, burly John 
M. Hancock, partner in the investment 
banking house of Lehman Bros. and as 
solid physically as he is financially, 
anxiously searched the New York tele- 
phone book for the number of John Has- 
kell, director of the Department of Stock 
List of the New York Stock Exchange. 
Mr. Hancock was acting in his capacity 
as chairman of the exchange’s Committee 
on Stock List. 

Failing to find the number, Mr. Han- 
cock called the exchange, got a gray- 
coated night watchman on the other 
end of the wire, left a message: “Tell Mr. 
Haskell to meet me at the Links Club 
tomorrow morning for breakfast.” 

The next day, when Mr. Haskell ar- 
rived at his office, normal in all respects 
except that he hadn’t yet shaved, his 
secretary greeted him with the message 
that a “Mr. Bancroft” or a “Mr. Talcott” 
wanted him for breakfast at the “Lotos 
Club.” Being unable to make sense of 
that, he plunged into the mail piled on 
his desk before going out to the barber’s. 
\ few minutes later, Mr. Hancock was in 
his office, and Mr. Haskell never found 
time that day to get his beard clipped. 


Quick Action Taken 


Mr. Hancock had been in touch with 
Sidney J. Weinberg, a governor of the 
exchange, a member of the banking house 
of Goldman, Sachs & Co., a director of 
McKesson & Robbins, Inc. He had 
learned that all was not well with the 
books of the $87,000,000 wholesale drug 
house, and “we'd better do something 
quick about it.” Telephone calls were 
put in, telegrams were sent out—all to 
check up on what an equity receivership 
filed in Hartford was all about. 

But minutes were passing—fast. The 
exchange would open shortly—at 10 a.m. 
Mr. Hancock summoned a meeting of the 


members of the Committee on the Stock 
List, which ironically enough was due 
that day to act on an application of 
McKesson & Robbins to list an addi- 
tional $3,000,000 of 54% debentures—to 
be sold directly to a large insurance 
company. 


But first, Mr. Hancock and Mr. Haskell 


15 


broke into the morning routine of William 
McChesney Martin, Jr., president of the 
exchange, explained the gravity of the 
financial plight of McKesson & Robbins, 
persuaded him to take unprecedented a¢ 

tion and suspend the company’s securi 

preferred stock, 


common stock—from further dealings. 


ties—debentures, and 


How Could It Happen? 


Immediately the 
made on the floor of the exc hange, 


announcement was 
was 
flashed countrywide over press wires and 
tickers (page 35). Publicity burst upon 
one of the most fantastic financial opera 
tions in the history of corporate affairs, 
in which a few company executives 
are charged with the feat of fi tionalizing 
accounts and hoodwinking fellow officers, 
directors, the 
highly reputed Price, Waterhouse & Co., 
certified public accountants. Wall Street, 
in its humorous moments, calls it “The 
Mysterious Case of the Vanishing As- 


It will be months before the case 


investment houses and 


sets.” 
is pieced together, bit by bit, to establish 
by what manner of ingenious manipula 
tion a few officials could satisfy account 
ants of the possession of $18,000,000 of 
crude drug inventories; and yet, on in- 
vestigation, apparently neither the inven- 
tories nor the Canadian warehouses in 
which they were supposed to be existed. 

In the meantime, this week McKesson 
& Robbins debentures had fallen from 





Refrigerated Express May Widen Distribution of Perishables 


Beginning Jan. 15, Railway Express 
Agency will offer to shippers of 
quick-frozen foods and other perish- 
able products a new refrigerated con- 
tainer service. The containers to be 
used in the new service were de- 
signed by Major Elihu Church, and 
will be manufactured by General 


Electric. About the size of a trun/:, 
the containers depend on dry ice 
to maintain sub-zero temperatures. 
Above, Major Church, surrounded 
by Railway Express officials, is ex- 
amining a recording thermometer 
that registered 40 below zero after a 
two-day test of the first container. 
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Paper Inventories—In Paper Warehouses 
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Importers 
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Messrs. Price, Weterhousd & Co., 
56 Pine Street, 
New Yort City, N.Y. 
Oeer Sires 
we 
December Jist, 1937, we were awidtan 
cheadise tor eccovunl of McKesson & 
Bridgeport: 
34,000 tbs, 


189,000 Ibs, 


December Fist, 1937. 





A. H. RAYMOND & COMPANY 


504 DOMIMION SQUARE BUILDING 


1938. 


herewith certity that af close of business 
the following mer- 
obbins, tacorporated, 
Olt of Juniper Berries Terpenetioass 
Oil of Peppermint Nature! 


This inftermation is tursished you as per 
request of McKesson & Robbias, Incorporeted, deted 


D 





P. PIERSON & COMPANY 





Aloin U.3.P. 

Balsam of Pir Cansde 
Castor Pibre Powder 
Todine Resudlimed 
<—_ 011 of Cerdamon 


—_ 


Prorein 
Quinine Sulenste 


Mexicun Vanilla Beene 








041 of Geranium Rose Algerian <5 ime. net to « cease 
O11 of Lemon “equiterpensiess 100-) 1b, bottles to « esse 


011 of Orange Sweet Tervene- 
less 10-1 Ib, bottles to « cese 


O11 of Patchouli Pinest 


QWintine Alyelold Crystals 


Rhodinol Pure from 011 of 
Gereniva Bourbon 


FOREIGN REPRESENTATIVES 
* UNIVERSITY TOWER 


Januery 12, 1958. 


MCKESSON & ROBBINS, INCOMPORATED, IWVENTOnY 
AS OF DSC SER 31, 3937 , aoe 


140 lds. to @ dberrel 271,600 } 


2-40 1b. cans to « ose 280 , 000 
100-1 Ib, tins to * cvse 18,000 1 
4-75 Ib, fre to a ose 300,000 lbs 
100-1 1d. bottles to & c"se 9,800 1 
59,°50 It 


28,400 1 
3,800 


91,000 lis 
27,280 


100-1 1h. bottles to © cuse 
25-1 lb. tins to » erse 
10-100 of. tine to * ense 490,000 


10-100 os. tins to s ese 210,000 
20,500 lbs. ~ 


36,000 ibs. - 


26 lbs. net to « cen 


20° Ins. to a tag 


RA? 4 at a, 
oH 





When Price, Waterhouse & Co. checked the inventories 
of McKesson & Robbins, they received such official- 
looking documents as these from “warehouses.” But 
investigations so far reveal that A. H. Raymond & Co. 
consists of “a girl,” that B. Pierson & Co. is not even 
a mailing address. The letterheads, the forms, and the 


their high estate. Regarded as a textbook 
bond, with earnings three times fixed 
charges in a business which was diversi- 
fied geographically as well as industrially, 
the issue slipped from above par to below 
60; the $3 preferred from 36 to 93, and 
the common from about 7 to the cat-and- 
dog level under $2 a share. 

Also, in the meantime: Federal war- 
rants were sworn out for the arrest of 
three McKesson & Robbins officials, in- 
cluding F. Donald Coster, the president, 
for violation of Section 32 (misleading in- 
formation) of the Securities and Ex- 
change Act; investigations into the 
muddled affairs of the company were un- 
der way by multifarious agencies, includ- 
ing the Stock Exchange, the Department 
of Justice, the U. S. District Attorney in 
New York, the State Attorney General, 
and the County District Attorney; the 
company was placed under the jurisdic- 
tion of the Federal Court in New York 
under the Chandler Act, the first major 
company to come under the bankruptcy 
provisions of that new law, which gives 
the SEC powers to intervene to protect 
security holders; trade creditors got to- 
gether to safeguard their accounts receiv- 
able; numerous committees were organ- 


accountants, the 


ized to look out for McKesson & Robbins 
investors in the event the capital struc- 
ture has to be revamped. 

By itself, the McKesson & Robbins 
case would be important—it will prob- 
ably be a test case to establish the lia- 
bility of officers and directors under the 
securities laws; it will determine whether 
the Chandler Act is a workable measure 
to protect creditors and investors in bank- 
ruptcy proceedings. But the ramifications 
go even farther. In recent months, doubt 
has been piled upon doubt regarding 
whether American accounting procedure 
truly protects creditors and investors. 


Accountancy Issues Raised 


The amusing, but none-the-less vicious 
case of the crackbrained accountant who 
blew up the earnings of Interstate Ho- 
siery Mills and caused that stock to be 
suspended from the New York Curb Ex- 
change (BW—Feb19'38,p56); the fail- 
ure of Richard Whitney & Co. (BW— 
Marl12’38,p55); the dispute between 
Transamerica Corp. and the SEC over 
methods of bookkeeping (BW—Dec3'38, 
p37), and now the McKesson & Robbins 
incident all serve to raise questions about 
accountancy. 


use of different typewriters suggest the care ex 
to cover up the disappearance of $18,000,000 of « 
drug assets. But that was not all. To “convince 


drug house had invoices, bil 


lading, warehouse receipts, accounts receivable 
payable—which “tallied” and disarmed suspicion 


Undoubtedly, out of this success 
“accounting” incidents, will come a1 
federal crackdown, either in the form of a 
new law, or a set of SEC rules to gover 
accounting procedure. Certified publ 
accountants may be required to mak 
spot checks to test the existence of inven- 
tories, either by members of their own 


_ staff or by hiring independent appraisers 


likewise, demands may be made for cor 
roborative tests on receivables—if not a 
receivables, then samples of receivables 

And directors of corporations, like di- 
rectors of banks, may feel that it is neces 
sary for their own information and pro- 
tection to employ their own auditors—t 
examine regularly company books and 
determine not only whether the certified 
public accountants reports are sound, but 
also whether the company’s auditors ar 
truly presenting the company’s financial 
and physical position. 

Certainly, after this “vanishing asset” 
episode, few men will assume the respon- 
sibilities of a directorship merely to grace 
a boardroom and collect per diems. In 
the future they will take a much keener 
interest in the affairs of “their” compa- 
ies—if for no other reason than the s!- 
fish one of protecting themselves. 


« 
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U. S. Will Lend to Latin America 


There’s a billion and a half in private loans out- 
standing. Only one-fourth is paying full interest. Now 
American government will be lender. 


PeorpLe IN THE Unrrep States have on 
joan in various Latin American countries 
more than $1,500,000,000, on about three- 
quarters of which they receive no inter- 
est or less than the amount promised 
them when they made the loans. And 
yet the United States is going to lend 
Latin America more money. How, and 
how much, still have not been decided. 
The billion and a half of outstanding 
loans was made by individuals in this 
country when they purchased Latin 
American bonds. The new loans will be 
made by the government, through some 
newly created agency or through the fa- 
cilities of the Export-Import Bank. Con- 
frmation of recent rumors (BW—Dec 
10°38,p24) came recently from Secretary 
of the Treasury Morgenthau, who stated 
publicly that Treasury officials are study- 
ing plans for new financing among our 
Good Neighbors south of the Rio Grande. 
The Morgenthau announcement this 
week fits into a broad new hemisphere 
foreign policy which is developing in 
Washington. Behind it are the combined 
efforts of the Agriculture, Commerce, 


State, and Treasury Departments. Inter- 
national Telephone & Telegraph Corp.'s 
$10,000,000 loan from the Export-Import 
Bank is a part of the program 
(page 38). 


new 


Loans to Stimulate Commerce 


With the exception of the Argentine, 
which scrupulously maintained interest 
payments on its debt all through the de- 
pression, no Latin American country 
could readily sell bonds in the United 
States market now. At the same time. 
business with Latin America will not 
expand normally until currencies have 
been stabilized and foreign trade restric- 
tions eased. 

This accounts for the new Treasury 
plan for direct loans to Latin American 
governments as the basis for stimulating 
inter-American trade. Such a move 
would require direct Congressional sanc- 
tion. Besides, the Export-Import Bank is 
dependent on Congress for an extension 
of its life beyond next June. 

Financial moves are being 
mented ‘by plans for closer commercial 


supple- 





“Road of Tomorrow” 


One of the spectacular features of the Ford exhibit at the New York World's 
Fair will be this winding ramp, from which passengers in Ford, Mercury, 
and Lincoln-Zephyr cars will get a view of the-entire fair grounds. 


and cultural relations. Washington rep- 
resentatives are reported to be in Buenos 
Aires now carrying on preliminary dis 
trade 


ment. Four new agricultural attachés will 


cussions for a reciprocal agree 
soon be on their way to posts in Latin 
America where they will study possibili 
ties for a larger interchange of trade with 
the United States. More trade and edu 
cational missions will follow during 1939. 

Meanwhile, Mexico is causing the Ad 
ministration all kinds of embarrassment 
in working out its new Good Neighbor 
policy. In spite of the settlement which 
has been reached providing for payment 
on expropriated farm lands, nothing has 
been done to compensate the British and 
American oil companies. This week W 
R. Davis, of New York, completed a new 
contract to sell $25,000,000 of Mexican 
oil (much, if not all of it, from wells for 
merly British and United 
States oil companies) to Germany, with 
the Reich paying a little more than $8, 
000,000 in cash, and the balance in ma 
chinery and equipment for the Mexican 
oil fields. The deal 
made last year and amounting to $10,- 
000,000. 

The nearly $17,000,000 of machinery 
which Germany will ship to Mexico to 
pay for the 60% of the oil which is not 
covered by cash will equal the value of 


owned by 


supplements one 


German exports to Mexico during the 
last few years, but if it replaces equip 
ment ordinarily purchased in the United 
States and if it supplements the usual 
German trade with Mexico, it will cut 
seriously into what has been a very prof- 
itable market for the United States. 


Oil Row Hurts U. S. Trade 


Another phase of the Mexican oil situ- 
ation popped into the news this week 
when Eastern States Petroleum Co., 
which has been buying crude oil from 
the Mexican-owned wells, for refining at 
its Houston plant shipment 
abroad to export markets, aired its case 


and for 


at the Texas proration meeting at Austin 

Eastern States claims that it is buying 
only oil from the wells which have been 
controlled by the Mexican government 
since long before the expropriation, that 
its imports amount to barely 1% of total 
Texas production, and that none of it is 
sold domestically. It also sprinkled a few 
startling statistics before the oilmen: 

Since March, American manufacturers 
have lost about $32,000,000 of Mexican 
business because of the oil fracas. 

At the most sanguine estimate, Amer- 
ican oil holding losses in Mexico do not 
amount to more than $32,000,000; 

Three-quarters of the expropriated oil 
holdings belonged to the Royal Dutch 
Shell Co. (British); 

Britain is completely dependent on 
foreign fields for its oil supply. Any act 
affecting these properties in foreign coun- 
tries is sufficiently grave for London 
willingly to involve the world in a Mexi- 
can boycott if possible. 

















HERE’S THE CRUX OF OUR COTTON PROBLEM 
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Foreign Consumption of FOREIGN Cotton 
Y ~~ Farges to New High After New High 














Millions of Bales 











Dota: Dep't. of Agriculture. N.Y Cotton Exchange 





Congress will be heard from. 





Or aLt AMERICAN CROPS, cotton is the 
one which has been most sorely depressed 
by oversupply. That’s fact No. 1. Fact 
No. 2 is a natural corollary: of all crops, 
cotton is the one for which most has 
been done by the Administration’s farm 
measures. 

So, when well over a million cotton 
farmers turned out to vote on marketing 
quotas last Saturday, the result wasn’t 
much in doubt. 

They voted overwhelmingly to go all 
the way with the Department of Agri- 
culture’s restriction program in 1939. The 
majority may not quite have equaled 
that rolled up in the last poll, but 85% 
of the cotton farmers voted in favor of 
the plan. Only a two-thirds majority is 


























Here’s the way supply (carryover 
plus new crop) and demand (con- 
sumption) influence the price of cot- 
ton. From the chart on the right it 
will be seen that world supply, de- 
spite curtailed production at home 








and abroad, was at a new high as the 
new crop season started last Aug. 1. 
With world consumption continuing 





fairly sharply below the all-time 





peak recorded in the year ended 
July 31, 1937, mills are in no hurry 
to buy and prices remain much too 







low to suit farmers. 





Split on Farm Marketing Quotas 


While cotton growers approve Wallace’s restric- 
tive program, rice and flue-cured tobacco reject it. And 





required to put marketing quotas into 


effect. 


The results of similar polls among pro- 
ducers of flue-cured tobacco (used largely 
in popular cigarettes) and of rice were a 
different story. The states that grow these 
crops didn’t join the Corn Belt in the po- 
litical revolt witnessed in last month’s 
elections, because those states simply 
don’t send Republicans to Congress. But 


—_ 
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Price in Cents per Pound 








Foreign Consumption of AMERICAN Cotton 








Shows an Alarming Down-Trend : 














a not 


of 50%. 





dissimilar anti-New Deal 

Scarcely more than 55% of the quarter 
million Southeastern tobacco raisers fa- 
vored the quota, and for rice the vote of 
approximately 10,000 farmers fell short 
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in registering their dislike for government 
control over marketing, they have voiced 





Tobacco Men Grumbled at Lav 
























Sec. Wallace points out that the sur. 


the quota system. 





Left-hand bars show cotton available for the crop year 
Right-hand bars show cotton consumed during the crop year 








AVERAGE SPOT COTTON PRICE 






















GRSS WORLD CARRY-OVER 
Dota: Dep't. of Agriculture, N.Y. Cotton Exchange Service 
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plus of flue-cured tobacco isn’t very 
large, and that the price has held y 
pretty well. Hence he reasons that the 
growers of this crop saw no necessity for 
marketing quotas in 1939—that the vote 
didn’t mean widespread disapproval of 





THE ABC OF THE WORLD COTTON PICTURE 
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Yet it will be recalled that these same 
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“Untoreseen events... 
nov 


er ofsefi change and shape the course of man’s affairs” 
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“..he’ll be here 


1/4 


°o 


by eleven, SURE 


Tommy on his way to bed ...a quiet 
house ...the sharp scent of a Christ 
mas tree—waiting to be trimmed. 
Then the phone bell’s clamor 

She lifted the receiver. Her hus- 
band’s voice came over the wire 

“Honey, it will be a couple more 
hours before I can get away. Just ready 
to leave when Jack Bigelow phoned he 
had been held up. He had a pocket full 
of new bills and, worse luck, his wife's 
Christmas gift—a grand wrist watch 
stolen. I had to get him straightened 
out under that personal hold-up policy 
I sold him. Five minutes ago Bill 
Stokes called the office. He's at police 
headquarters in Milford. Some kind of 
a highway accident—and Bill has his 
automobile coverage with us. The poor 
guy is frantic—he's head of the com- 
mittee that distributes poor baskets to- 
night. I can't let him down. I've simply 
got to drive out there and get his re- 
lease on a bail bond. I'll be home by 
eleven, though — sure. It's tough, on 
Christmas Eve. But we'll have time 
then to trim the tree and fix Tommy's 
things 

As she replaced the receiver, a sleepy 
voice called from the stairs 

“Muvver—muvver—when will Santa 
Claus be here?” 

“Before long, darling.” Then struck 
with a sudden thought, she smiled 
softly and, more to herself than to 
Tommy, added: “He'll be here by 


eleven —sure 
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tobacco farmers voted to place them- 
selves under marketing quotas in 1938. 
Production outran quota limits, so that 
marketings had to be restricted. The re- 
sult was endless grumbling and a few law- 
suits instituted in an effort to void the 
quota provisions of the 1938 farm law. 

Rice farmers never before had been 
called upon to vote on marketing quotas, 
and the opposition of these Texas and 
Louisiana planters gave added indication 
of the strength of the forces which, in 
the forthcoming session of Congress, will 
be battling for extensive overhauling of 
the farm program. 

Incidentally, the vote of the rice grow- 
ers has a significance which is lacking in 
that of tobacco farmers. The farm law pro- 
vides that any time producers of wheat, 
corn, cotton, or rice vote against market- 
ing quotas, they will be denied loans for 
storage of surpluses for the succeeding 
two years. Tobacco isn’t mentioned in 
this loan proviso (Section 302-g). 


Carryover Likely to Be Increased 


The effect of the coiton planters’ vote 
in favor of marketing quotas will be to 
limit the area devoted to the crop to ap- 
proximately 27,000,000 acres in 1939. 
The cotton farmer who complies with the 
acreage allotment can sell all the cotton 
he grows on his quota acres. Only those 
who sell cotton grown on acreage in ex- 
cess of their allotments are subject to 
the fine of $10 a bale. 

Other things being equal, the 1939 cot- 
ton acreage will produce about the same 
crop which was harvested this year—a 
little over 12,000,000 bales. As world 
consumption of American cotton in the 
current season probably will not be much 
over 11,000,000 bales, it seems likely that 
another 1,000,000 bales will be added to 
the already topheavy carryover. 

On last Aug. 1, the beginning of the 
current crop year, the carryover was ap- 
proximately 13,000,000 bales. Assume 
that it is to be 14,000,000 bales next 
Aug. 1, and the reason for the ever- 
growing amount of cotton pledged under 
federal storage loans can be realized. At 
the start of the current season, the loan 
cotton totaled about 7,000,000 bales. 
Since that time, about 3,300,000 bales of 
1938 cotton have been put up as collat- 
eral for loans. Thus Uncle Sam has a 
lien on well over 10,000,000 bales, or 

‘pretty nearly a full year’s supply. 


Cotton Exports Fall Off 


That leaves a relatively small “free” 
supply of cotton for home consumption 
and export. This relative shortage of spot 
cotton (BW—Nov12'38,p45) has been 
holding prices up around 8}¢ a pound or 
$42.50 a bale. Such prices, though crim- 
inally low in the eyes of the Southern 
planter, are high in glutted world mar- 
kets. Result: American exports total only 
about 1,800,000 bales so far this season 
against about 2,900,000 for the same 
period last year—and last season wasn’t 


anything to brag about as to exports. 

Faced with an enormous carryover, 
with steadily increasing competition from 
foreign cotton, with declining exports, 
and with unsatisfactory prices, it is small 
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wonder that the cotton grower ac: 
marketing quotas. By playing bal! 
Sec. Wallace he gets soil-conserva 
payments, loans to enable him to 
his surplus, and parity payments. 
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“We're Ready to Talk It Over” 


That’s the official attitude of the National Asso. 
ciation of Manufacturers, as expressed in 1939 platform 
on industry-government issues. 


“SMART PUBLIC RELATIONS” is the easiest 
way to sum up the general business reac- 
tion this week to the annual Congress of 
American Industry, just concluded in 
New York City by the National Associa- 
tion of Manufacturers. N.A.M.’s mild 
treatment of highly touchy subjects drew 
voluntary encomium from the ultra- 
liberal press, from many visitors who 
listened in on three days of executive 
sessions, even from John L. Lewis. 
Outstanding impressions of the annual 
meeting are that N.A.M. had acted wisely 
in opening its proceedings to the press, 
that the resolutions committee had suc- 
cessfully quelled the impulse to “come 
out fighting” as in other years, and that 
the cause of compromise and cooperation 
between business, labor, and government 
had been aided by the declarations of 
principle which the association adopted. 


Standpatters Yield Ground 


The official attitude of the association, 
outlined in its platform for 1939, is: 
“We're ready to talk it over.” This ma- 
jority feeling overrode the stand-patters 
on the wage-hour law, the Wagner act, 
and other federal legislation, despite the 
enthusiasm from the convention floor for 
Sen. Burke, expert Wagner act shredder. 
A year ago Sen. Burke’s address would 
have been exactly in line with the N.A.M. 
resolutions; this year the association lis- 
tened and cheered, but rested its case on 
a statement of principles with which few 
could quarrel, the assertion that govern- 
ment should enforce equal rights between 
all classes, and an offer to cooperate in 
correcting inequities in labor legislation. 
Further than that, the N.A.M. would 
not go, having decided two months ago 
not to sponsor a set of direct demands 
for drastic changes in the Wagner act. 

In caucuses and corridor sessions dur- 
ing the rest periods, most of the inter- 
viewable members of N.A.M. seemed to 
be in accord with the sentiments of neu- 
tral observers: that the oncoming year 
will offer a chance for progress along less 
class-conscious lines than heretofore. 


Realistically applied, this sentim« 
would indicate moves by manufacture:s 
toward more open discussion of th 
problems with government, labor, a: 
consumer groups pursuant to develo 
ment of revision of taxes, labor laws, s 
cial security plans, and such fundament«! 
national legislation. 

To the public, the address by Anthor 
Eden was the high spot of the N.A.\ 
meeting. But if voted by the 4,000 bus 
ness men in attendance, the prizes for 
practical and interesting talks probab! 
would be divided between Charles Kk 
Hook, president of American Rolling Mi!! 
Co., who struck the keynote of “Making 
America Click;” H. V. Kaltenborn, radio 
commentator who rounded up the Eur: 
pean situation early in the meeting; H. B 
Spalding of the association’s finance 
committee, who talked on governmen! 
finance; W. L. Batt, president of S.K.F 
Industries, who presented the N.A.M.’s 
1939 platform; Sen. Burke; Elmer A: 
drews, who discussed the wage-hour lay 
he administers; and R. W. Moore, pres 
dent of Canada Dry, who presented the 
association’s labor relations report. 


Andrews Attracts Interest 


The biggest drawing card was Eden 
next came Andrews, who packed them in 
to the rafters. Interesting was the sug 
gestion by Andrews’ counsel, Calvert 
Magruder, that the manufacturers would 
do well to take an interest in certain sug 
gested amendments to the wage-hour 
law; also interesting to most listeners was 
Sen. Burke’s remark later in the same 
day that what the Wagner act needed 
was administrators like Andrews. 

All in all, the N.A.M. meeting this 
year seemed to please more people, get to 
closer grips with reality, and open the 
way to more concrete results than ses- 
sions of previous years. Observers saw in 
the meeting a continued growth of the 
influence of “practical management” and 
learned in off-record conferences that this 
trend was likely to be more pronounced 
in succeeding months. 
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Hormel’s Yearly Pay 


President of packing com- 
pany reports that “stable wage” 
plan succeeds, 


WuILE THE BUSINESS COMMUNITY waited 
uneasily this week for further news from 
the labor-conscious meat packing indus- 
n Chicago, Sioux City, Ia., and New 
York City (all of which have seen re- 
nt upheavals in employee ranks) , news 
rom Austin, Minn., was all to the good. 
There the “stable wage” plan of the 
Hormel company (BW —Apr2’38,p22 
was getting along fine. 

Jay C. Hormel, company president, 
reporting the course of business to em- 
ployees of Geo. A. Hormel & Co., had 
important things to say. He put his re- 
marks in the Squeal, Hormel’s employee 
magazine. Briefly, the Hormel plan this 
year brought employees $1.37 more per 
week than the packing industry average. 
In each of 52 weeks their envelopes av- 
eraged $29.40, some $6.83 more than the 


average for all industrial workers, for 
o | 
many of whom, moreover, yearly income | 


was at an even lower rate because of one 
or more periods of unemployment. 


How the Plan Works 


Initiated in 1931, the Hormel plan 
differs from the recently announced Gen- 
eral Motors “annual wage,” which is to 
be maintained by keeping pay checks up 
to 60% of standard by wage loans during 
slack operations. It bears more resem- 
blance to the three-year-old Nunn-Bush 
Shoe Co. scheme of guaranteed em- 
ployment and flexible wage-scale (BW— 
Apr2’38 ,p22;Oct29’38 p30;Nov19'38 p24) . 
Under the Hormel voluntary arrange- 
ment, pay envelopes stay the same week 
in and week out, both in slack seasons and 
in peak rushes when overtime is worked. 
After a bumper year, workers divide up 
a “kitty” representing earnings in excess 
of actual pay received. Regular vaca- 
tions or sick leave with pay are provided. 

Pessimists predicted that the plan 
would bring the company into financial 
deep water, but Pres. Hormel, in his 
report to stockholders, which is quoted 
in the Squeal, thinks otherwise. Pointing 
to the sound situation of the organization 
and the up-to-date condition of plants 
and equipment, he concludes with a 
significant statement of the three-way 
responsibility accepted by Hormei man- 
agement: to “safeguard the ability of the 
company to provide a continually in- 
creasing marketability for the products 
of livestock, safeguard the ability of our 
employees to find here increasingly secure 
and remunerative employment, and safe- 
guard the investment and the income of 
our stockholders.” 

The Squeal, incidentally, publishes com- 
parative figures on such matters as em- 
ployment, company income and where it 
goes, number and cost of livestock 
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Tie 


for DOUBLE MILEAGE * GREATER SAFETY 


@ The greatest tire chain improvement in years. 
Bar-reinforcements solidly welded to cross chains. 
They provide twice the metal wearing surface. Re- 
tard both forward and side skids. Grip through mud 
and snow. Wear longer, give greater safety, better 
traction. Now available everywhere. Look for the 
chains with bars 
welded cross-wise 
to the tread links. 
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slaughtered, total sales by weight and 
value, who buys the company’s products, 
and other items which may increase the 
worker's understanding of the company. 


Public at Factory 


10,500 attend Warner & 
Swasey’s open house, see hobby 
show, and answer quiz. 


Wen Better meas for “open house” 
celebrations are found, one of a dozen 
or so leading proponents of this style of 
public relations promotion probably will 
display them. Among the list of entre- 
preneurs, General Electric, General Mo- 
tors, Western Electric, Warner & Swasey, 
Westinghouse, and Packard have added 
new touches this year. This week, War- 
ner & Swasey was the subject of discus- 
sion, particularly around its home town 
of Cleveland. 

The open house just concluded by 
Warner & Swasey was something like its 
celebration of last year, in that it drew 
more people than had been expected. 
Despite the fact that it rained cats and 
dogs all day, 10,500 visitors came to the 
plant out on Carnegie Avenue. On the 


basis of 1,500 employment, with a cer- 
tain number of relatives and friends of 
workers figured for each man, about 
5,000 visitors had been expected. 

Two new ideas were tried out by the 
Cleveland company this year: a hobby 
show, and a 10-point company question- 
naire. Both were successful attention- 
builders, and both will be expanded next 
time. Prizes were given for the best 
answers to the questionnaire, which asked 
such posers as “What are the largest and 
smallest Turret Lathes made by Warner 
& Swasey? (visit the Ist Floor)” and 
“The company was founded in what 
year? (visit the 3rd Floor).” Thus the 
device gave the visitors information 
about their host and encouraged them 
to make the visit a thorough one. 

In general, the Warner & Swasey idea 
as expressed by P. E. Bliss, president, 
is this: A successful open house has to 
attract visitors, and a great many of 
them are children or adults who have 
never been in a factory. If you please 
them, you please the workers who 
brought them. Consequently, it’s a good 
idea to build your show for maximum 
general appeal, and fix up invitations to 
interest the home folks. 

Last year, movies were featured to get 





Labor Practices “Enlightened Self-Interest”’ 








Last week Philadelphia celebrated 
“Hat Week.” What distinguishes 
the event from countless other pro- 
motion weeks was the fact that the 
idea originated with factory work- 
ers, not advertising men, and was 
the culmination of a union drive to 
help push sales. Thus labor observ- 
ers see in the event a significant 
trend in worker-management coop- 
eration for 1939 (BW—Dec3'38,p25). 
In the picture, Miss Eleanor Gray, 








official hostess at the luncheon which 
launched “Hat Week,” is shown pre- 
senting a hat to Judge Harry S. Mc- 
Devitt. At the left is Max Zaritsky, 
international president of the United 
Hatters, Cap and Millinery Workers 
Union. On the right is Harold Mil- 
ler, of John B. Stetson Co. Zaritsky, 
speaking at the luncheon, said a new 
concept of “enlightened self-interest” 
was leading workers everywhere to 
help employers operate at a profit. 


Business Week - December | 


the kids’ interest; this year th. 
show turned out to be an ev 
idea, because it gave the pr 
ployee-exhibitors some part in t 
and pleased the audience m 
movies and stunts. 


Wage Precedent? 


Textile industry may pioneer 
collective bargaining for whole jn. 
dustry in setting learner standards, 


Wuen tee Wage-Hour Committee N 
1—that for the textile industry, 
this week to hear crucial reports { 
subcommittees, a comparatively 
sideshow, revolving about the sta 
“learners,” continued to eclipse in 
est many of the other knotty pr 
basic to agreement on a wage sc: 
all the various divisions of the industr: 
problems of mixtures, further proces 
and the probable effects of various 1 
mums from 30¢ to 40¢ an hour 

The learner question was origina 
highlighted by the surprise action of D: 
Claudius T. Murchison, president of +! 
Cotton-Textile Institute and chief s; 
man for the employers. Interrupti: 
hearings on learner exemptions, Mr 
Murchison asked Assistant Administrator 
Merle D. Vincent to suspend the hea 
and defer decision “until labor and ma: 
agement get together” to discuss the 1 
ter. Representatives of the Textile Work 
ers Organizing Committee (C.1.0 
the A.F.L., and of the independent textik 
unions agreed with the proposal, and th 
administrator gave his approval. 

That happened more than a fortnig 
ago, and though no date has yet been se! 
for the conference, observers are spe 
lating about some _precedent-making 
possibilities. Specifically, they are wor 
dering if the present pause may lead to 
national collective bargaining in the tex- 
tile industry. 
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A Jump Ahead 


Wen MAXIMUM HOURS under the 
Wage-Hour Law drop to 42 in 1939 and 
40 in 1940, at least one big manufac- 
turer will have no headache-provoking 
payroll changes to make. Anticipating 
by two years the final hours provisions 
Westinghouse Electric last week an- 
nounced that overtime pay at time a! 

one-half will be received by all nor 
exempt employees working more than 4! 
hours a week. Retroactive to last Oc! 
24, the move puts some 12,000 salaried 
workers on the same overtime basis 4: 
hourly-paid Westinghouse employees 
whose work week was standardized at 4 
hours before passage of the Act. At pres 
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ent, of course, the law requires pay at 
overtime rates only for work in excess 
of 44 hours a week. 


Broken: A Perfect Record 


THIS WEEK saw a perfect record smashed 
—that of the NLRB before the Supreme 


Court. When the court turned down the | 


board’s request for a review of the 


Peninsular & Occidental Steamship case, | 
it did what many an observer errone- | 


ously thought it did in last week’s Con- 


solidated Edison case—reversed the |} 


NLRB completely and finally. Aside 


from the “Con-Ed” case, in which NLRB | 


won more than it lost, the board’s record 
before the high court now stands at 16 
victories, one defeat. 


Tighter Discipline in U.A.W. 

Homer MartIn’s RELEASE last week of 
a five-point order on strike procedure 
indicates that the automobile union is 
entering a new phase. Not only are Sid- 


ney Hillman and Philip Murray behind | 


Martin with the power of C.L.O., but 


Martin is ready to discipline all locals, | 


or local officers, who violate the rule that 


all grievance procedure must be ex- | 


hausted before strike calls and_ that 
every strike must be authorized in writ- 
ing by the international headquarters. 
Odds which had been running against 
Martin’s chances to hold his command 
now have shifted sharply in his favor. 


Little vs. Big 

DeciartnG that the Walsh-Healey scale 
of steel wages (624¢ base in North, 45¢ 
base in South) would be ruinous to the 
small steel company, 19 smaller Eastern 
producers will get a hearing in Washing- 
ton on Dec. 20. The companies allege 
that long-standing differentials between 
localities in the same area should be 
given consideration, and that a blanket 
rate will upset not only the smaller 
steel companies but other businesses with 
plants in the same neighborhoods. Com- 


mitteemen directing the rehearing cam- | 


paign are D. S. Wolcott of Lukens Steel, 
J. H. Parker of Carpenter Steel, and 
John T. Whiting of Alan Wood Steel. 


Good Cheer for Christmas 


Tus WEEK'S SETTLEMENT of the Mer- 
genthaler Linotype dispute indicates a 
new spirit of compromise on the part of 
both workers and management in the 
New York City district. What was a 
very tough situation on Nov. 10, when 
the big Mergenthaler plant in Brooklyn 
shut down, was smoothed out gradually 
as both sides kept their tempers and 
refrained from name-calling. Observers 
are inclined to give large credit both to 


William Mitchell, negotiator for the | 


United Electrical, Radio & Machine 
Workers (C.1.0.) , and Joseph T. Mackey, 
president of the company, for reaching 
the middle-ground agreement providing 
for continued work during negotiation 
of obstinate points. 
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A New Freedom 


This, the Bastille Monument in Paris, is dedicated to freedom from 
tyranny. 

And Casualty Insurance and Bonding has won a new freedom for policy- 
holders: freedom from financial worry consequent on the hazards of 
every-day life. 

Standard Accident of Detroit, a pioneer in this field, can protect you 
against loss resulting from injury to self, employees, or public; sick- 
ness; automobile accidents; burglary ; embezzlement and allied hazards. 
Ask your Standard agent how this financially sound institution can help 
you win freedom from worry. 


STANDARD ACCIDENT INSURANCE COMPANY 


Standard Service Satisfies... Since 1884 


’ 
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Ultra-Speed Photography, Demonstrated on Golf Swings, May Aid Motion Studies 
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Ultra-speed photography now achieves single shots Bros. retained the father of the art, Dr. H. E. Edg vie al 
and multiple shots of fast-moving objects at speeds up of Massachusetts Institute of Technology (left), ve aa 
to 1/100,000 of a second. The pictures are taken in the Bobby Jones (right) to analyze a golf swing an 10, 20, « 
dark, with the camera lens open, through the high- effect on golf equipment. Production executives loo/: to ne will 
speed flashes of a stroboscopic light. A. G. Spalding & — such shots for motion study of workers and proce: the futu 
tain equ 
ponnoonngnannonannoonnnnoAnonnooonnnnnnononononnonnnnnnnnnnnnnnnenene »6©6=6 American Automobile Association. | the latt 
cooperation with the U. S. Bureau of f the 
PRODUCTION Standards, revealed that a 10% alcohol Many 
blend was nearly 5% less efficient thar wee and 
straight gasoline. This year Yale's « along W 
neering school, in addition to confirming prove te 
the auto association’s report, settled a Ethyl fl 
much disputed point relative to the i: obliged | 
Alky Gas Too Costly, Says U. S. crease in octane number by alcohol bi: by majc 
ing: 10% and 20% blends are equivalent from the 
Bureau of Chemistry & Soils reports that blended . : woh — go ge mapas: 
of tetraethyl per gallon. yl gas, which 
fuel is economically impractical for the present. But contains ys tetraethyl, and Agrol (regular 
enthusiasts will continue fight. 10 (10% alcohol) usually sell at the same poo 
premium, 2¢ per gal. ee 
Since 1900, when someone first got « to spon. 
Wasuincton (Business Week Bureau)— of gasoline would cost $440,000,000, as the record with the oft-repeated: “Our announ¢ 
Technically, alky gas might do; econom- compared to about $400,000,000 now petroleum reserves are good for only five farm at 
ically, however, it is out of the picture for _ paid to farmers for not raising crops that more years,” the oil industry has watched braska, 
the present, according to the Bureau of could be converted into alcohol. For the five or six alky gas crusades come and Follor 
Chemistry & Soils, whose finding is sup- present, however, American farm sur- go. Sold on its own merits, alky gas alcohol | 
ported by an impartial survey, the results _ pluses are inadequate to supply anywhere _hasn’t ever been regarded as competitiv: Agrol C 
of which will soon be published in detail. near a 10% blend on a national basis. It is the specter of compulsory blending cial Teo 
The bureau’s conclusion that alky gas, Again, the idle capacity of the alcohol of alky gas that makes oil folk jitter: — 
in its present stage of development, is not _industry—about 250,000,000 gal.—is onl , . . Grepers 
sound commercially is particularly sig- one-tenth that necessary to supply a 10% Lobbyists Seek Legislative Aid business 
nificant inasmuch as this investigating blend for the nation. A capital investment Biennially, legislative assemblies former 
unit of the Department of Agriculture, of $300,000,000 would be required to ex- every Corn Belt state are besieged by to cont: 
harassed by the crop surplus problem, pand it 10 times, and this could not be alky gas lobbyists. In Washington each alcohol 
naturally might be expected to resolve done in less than two to three years. session of Congress since 1933 has been 
any doubts in favor of a new outlet. Power alcohol enthusiasts (Chemical approached with compulsory blending 
The survey establishes a differential Foundation, National Agrol Co., Atchi- proposals which have all been committee- Siler 
of 2¢ a gal. against a blended fuel as son Agrol Co.) would have preferred a_ killed. The American Petroleum Institu'e 
compared to straight gasoline, and this curt “no” from the Department of Agri- hopes the government’s forthcoming re- Bi 
would have to be covered either by charg- culture rather than the forthcoming de- _ port will squelch attempts at legislation vents | 
ing 2¢ more for the alky gas or subsidiz- _tailed report which practically substan- for compulsory blending, but that’s on!) of int 
ing alky gas operations to that extent. tiates every argument against blended a hope. Previous adverse reports were dis- F 
At first glance, subsidized operation fuels advanced by major petroleum in- missed by alky gas proponents as biase:! } = 
might be justified on the basis that 2¢ __ terests since alky gas became an issue. Contrary to the general opinion, major - vt. 
on 









a gallon added to the annual consumption A road test in 1983 conducted by the — oil refiners have never condemned tlie 
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Since it can be located at any point 
ina diesel exhaust line, a snubber fits 
easily into any convenient corner. 


idea of blending motor fuels. Most of 
them admit it is only a matter of time— 
10, 20, or 80 years—until straight gaso- 
line will be off the market. Gasoline of 
the future, however, will probably con- 
tain equal parts of alcohol and benzol, 
the latter ingredient overcoming some 
of the disadvantages of alcohol. 

Many independent bulk station opera- 
tors and a few refiners have been playing 
along with Agrol, hoping that it might 
prove to be an acceptable substitute for 
Ethyl fluid—the one product they are 
obliged to buy from a concern controlled 
by major oil interests. A recent bulletin 
from the Independent Gasoline Distribu- 
tors, Inc., advises members that Agrol 
“is not economical nor as good a fuel as 
regular gasoline and that it will be off 
the market once radio advertising is dis- 
continued.” “Radio advertising” referred 
to sponsored news broadcasts and spot 
announcements for 13 weeks over four 
farm audience stations in Kansas, Ne- 
braska, Iowa and South Dakota. 

Following losses incurred in selling 
alcohol at a fraction of its cost, Atchison 
Agrol Co. is emerging from another finan- 
cial reorganization with a new name— 
National Agrol Co.—but the outlook is 
desperate. National Agrol will handle all 
business matters, leaving Atchison Agrol’s 
former head, Dr. Leo Christensen, free 
to continue research work along power 
alcohol lines for Chemical Foundation. 


Silencing Engines 


Burgess Exhaust Snubber pre- 
vents noise in exhaust explosions 
of internal combustion engines. 


For THE PasT several weeks there have 
been furtive bits of gossip here and un- 


confirmed inklings there of a brand-new 


muffler, which 


the exhausts of 


exhaust “silencer,” or 
paradoxically 
diesels and gasoline engines without actu- 
ally being a silencer at all.”” The fact is 
that preliminary laboratory test results 
on the device proved almost too promis- 
ing for its developer and manufacturer, 
Burgess Battery Co., Acoustic Division, 
Chicago, long prominent in the exhaust 
silence. field. The company had to wait 
for confirmation by actual field tests of 
its new “Burgess Exhaust Snubber” be- 
fore it could talk safely for publication. 

The essential facts are simple enough. 
A dreamy-eyed young engineer by the 
name of Leadbetter had been working 
some time to improve the performance 
of mufflers of the more or less conven- 
tional acoustical and resonating types. 
A simon-pure hunch told him that the 
best way to silence exhaust noise might 


“silences 





“SEE 


of the United States. . 


IF KOPPERS MAKES 


New York for eight months of each year . . 
18-foot highway from the North Pole to the South Pole each year . . 
enough pitch to roof 80,000,000 sq. ft. a year. 

Koppers makes more different types and sizes of piston rings than 
any other company in the world. . . 
. . - handles excavation contracts and foundations . 


Production + 25 


Vital element in the new Burgess 
Exhaust Snubber is the perforated 
tube with which 
takes the bang out of an engine 


one closed end, 


explosion by “snubbing” it. 


be to “snub” each “slug” of exhaust gas 
from an engine before it bumped vio 
lently against static air or gas and 
caused an explosive report. Rumbles in 
the exhaust pipe between explosions, he 
reasoned, must be caused by “standing 
waves” set up in the gaseous interior of 


ROOFING PITCH 


‘yy 


Koppers has the capacity to produce enough coal to 
operate one-third of all steam-generated utility-owned power plants 
-.. enough coke to supply more than half the domestic consumption 
- enough manufactured gas for the state of 


. enough tar to build an 


makes estimates and appraisals 
. » builds indus- 








trial buildings, docks, industrial electric power stations, incinerators, 
gas works, industrial waste disposal systems, material handling equip- 
ment and coke plants . . . does combustion engineering and piping. 


KOPPERS COMPANY: PITTSBURGH 











BOILER AND POWER PLANTS « CASTINGS * COAL AND COKE + COAL CLEANING PLANTS 
* COKE AND GAS PLANTS + CREOSOTE + DEHYDRATION PLANTS + D-H-S BRONZE + FAST'S 
COUPLINGS * WESTERN FIRE HYDRANTS + INDUSTRIAL CHEMICALS + MUNICIPAL INCINERATORS 
* PISTON RINGS + PLATE WORK, TANKS + PURIFICATION SYSTEMS + RECOVERY PLANTS + 
SEWAGE DISPOSAL EQUIPMENT « SHIPS AND BARGES * ROOFING + TARMAC ROAD TARS 
* TAR PRODUCTS + TREATED TIMBER * WATER GAS GENERATORS + WATERPROOFING * VALVES 
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THE INDUSTRY THAT SERVES ALL INDUSTRY 
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HRISTMAS comes but 

once a year, yet Nor- 

folk and Western coal 

trains are on the move 

every day with thousands of tons of Fuel 
Satisfaction. Operating on exacting schedules 
over heavy steel track carefully safeguarded 
at all times by latest automatic signals, these 
modern trains are vitally important in main- 
taining an adequate supply of the unexcelled 
coals mined along the Norfolk and Western 
Railway for distributors and consumers every- 


where. 


For complete information about Fuel Satis- 
faction or for assistance in the solution of 
your fuel problem, telephone or write: Coal 
Traffic Department, Roanoke, Va., or any of 
the Railway's Coal Bureaus located at the 
following addresses: 833 Chamber of Com- 
merce Building, Boston; 819 Marquette Build- 
ing, Chicago; 904 Dixie Terminal Building, 
Cincinnati; 1161 Union Commerce Building, 
Cleveland; 1740 Book Building, Detroit: 1105 
Reynolds Building, Winston-Salem; or any 
representative of the Railway's Freight 
Traffic Department, 














CARRIER OF FUEL SATISFACTION 


| the exhaust pipe by each loud report. 
Embodying his ideas in a model snubber 
for his car, he found it worked. 
Enthusiastic, he took the idea to one 
of his engineering superiors and was told 
his idea had been tried years ago, hadn’t 
| worked—the usual line. Meanwhile Ed- 
| ward A. Sipp, World War aviator, came 
into the Burgess engineering picture, 
thought the snubber looked worth a 
thorough try-out, and made arrange- 
ments with the Diesel Division of Fair- 
banks, Morse & Co., Beloit, Wis., to use 








NINETEEN MONTHS after U.S. Steel’s 
vice-chairman, William A. _ Irvin, 
“broke ground” officially (BW—May 
29°37 ,p16), the new $60,000,000 Irvin 
Works of Carnegie-Illinois Steel Corp. 
was opened formally on Thursday, 
Dec. 15, before a gathering of several 
hundred executives of industries which 
will consume its products. Site of “the 
mill on the hill” covers 653 acres of 
high ground on the west bank of the 
Monongahela, 13 miles above Pitts- 
burgh. Over 50 acres are under roof. 

Irvin Works comprises three princi- 
pal divisions: the 80-inch continuous 
hot mill for sheet and strip; the cold- 
reduced sheet and strip mill; the cold- 
reduced tin plate mill. As index of the 
project’s vastness, the group of mill 
buildings has an over-all length of 
4,275 feet and a width of 1,229. Lar- 
gest individual structure is the an- 
nealing building, 2,544 feet long. 
Within the plant property are 13 
miles of standard gage railroad track. 

All operations will be on a smoke- 
less basis. All plant wastes, normally 
conducive to stream pollution, will be 
treated before discharge into the 
river. Electric power supply comes 
from the transmission lines at 66,000 
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their engines and laboratories 
out larger editions of the snub!» 
diesel work. 

After long hours of laborat: 
which involved the design of ; 
crystal electrical apparatus to 
place of conventional manomet: 
termining the true exhaust pr 
various points in the exhaust pip 
determined that the snubber 
placed safely at any point in th 
line. Because it accelerated the m 
of exhaust gases, instead of addi: 


Irvin Works Swings Formally Into Production 


volts, 60 cycles, to supply an esti- 


mated demand load of 42,000 kw. per 
hour. Slabs for the Irvin hot strip m 


are shipped from the new $32,000,000 
Works, six miles 


Edgar Thomson 
away, and stored in a 64,000-ton sla 
yard. Nominal hot mill capacity of 
600,000 gross tons annually will b 
distributed among the other mill ca 
pacities as follows: cold-reduced shee! 
and strip, 200,000; tin plate, 100,000 
200,000 tons will be sold as_ black 
sheet, and 100,000 as hot rolled strip 

Executives who fathered the new op 
eration ducked the “company town” 
problem (BW—Jan15’38,p18), and 
encouraged private interests to build 
“Colonial Village” for housing workers 
(BW—Oct29'38 p35) . 

Questions have arisen about locating 
the mill in the Pittsburgh District and, 
in the face of a trend toward wider 
continuous sheet mills, about the hold- 
ing of the mill to an 80-in. width. Offi- 
cial answers are to the point: The 
corporation supplies Detroit automo- 
tive demands for super-width sheets 
from its Gary mill; Irvin Works sheet 
capacity is aimed to supply Ohio and 
Pennsylvania demand tin plate ca- 
pacity is aimed at Eastern markets. 
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pressure” to the line, it could even be 
placed right next to the engine, reducing 

t instead of increasing it. Upshot is 
at Fairbanks, Morse has not only 
sted the snubber on practically every 

sel model of its manufacture, but has 

installed it on over 100 diesels in station- 

y and marine service. 

The vital element in the Burgess Ex- 
aust Snubber is a perforated metal 
ibe, open at one end and closed at the 
ther. The open end is set in line with, 
t at a distance from, the cut-off end 


the exhaust pipe. As the slug of | 
xhaust gas from each explosion leaves | 
- end of the pipe like a flying cham- | 
pagne cork, it ought to meet the atmos- | 


phere with a loud bang. Instead it is 
caught by the perforated tube and dissi- 
pated noiselessly through the perfora- 
tions to a second perforated tube, open 
at both ends. Here the gases cool and 
contract, setting up a sucking action to 
assist the flying out of succeeding slugs 
of exhaust gas. To make snubbing and 
acceleration more sure, Burgess includes 
in its design a second pair of similar 
tubes just abaft the first one. The whole 
outfit is enclosed in a sturdy steel shell. 

Possible applications do not stop with 
diesels and gasoline engines. The snub- 
bers are a natural for gas engines, and 
they are getting thorough and success- 
ful workouts on the intakes of air com- 
pressors and blowers. Auto builders are 
considering snubbers for 1940 cars. Avia- 
tion begins to show interest. 
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Stroboscopic Inspection 

By MEANS OF TRANSPARENT glass cylin- 
ders and a stroboscope, Federal Mogul 
Corp., Detroit, showed all comers at last 
week’s Automotive Service Industries 
Show in Chicago just how a worn engine 
bearing throws excessive oil and con- 
tributes to “oil pumping” in the cylin- 
ders. Viewed by the same means, a new 
bearing acted like a gentleman. 


ICC Seans Light-Weight 


FOLLOWING A WRECK on the West Coast, 
officials of the Interstate Commerce 
Commission’s Bureau of Safety have 
recommended discontinuing the practice 
of hooking so-called lightweight railroad 
ears between or ahead of standard 
weight cars in passenger trains “unless 
or until the strength of construction has 
been determined by suitable tests to be 
substantially the same as of other cars 
with which they are associated.” Offi- 
cials of Edward G. Budd Manufactur- 
ing Co., Philadelphia, whose lightweight 
stainless steel cars were not involved in 
the wreck, say “the issue is not one of 
weight, but one of strength,” suggest the 
investigation be extended into all passen- 
ger cars, lightweight and heavyweight. 


Branches: New York, Chicago, Seattle, Portland, Houston. 
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i) FLEX‘SET PREFORMED 
Ss @4<4 
YELLOW STRAND 
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PAY BIR’ 


= 
OK- 


Only by assay can a prospector be certain whether his sample is 
“pay dirt,” or is too low in gold content to make profitable mining. 


Even an assay won't tell you whether it will pay you to use a 
certain rope or not. And as for depending upon your eyes; they 
just can’t tell you, because quality cannot be determined by sight. 


Take ‘Flex-Set’’ Preformed Yellow Strand, for instance. Here 
is a super wire rope for super service. Yet remove the paint from 
its yellow strand and there is absolutely nothing to show that its 
wires were drawn to special and most exacting specifications; 
that its makers have made nothing but wire rope for 62 years; 
that the wires and strands were shaped to a permanently helical 
form before going into the rope. 


But all this plus quality is there -- quality that makes for long, 
profitable life in road building, mining, logging, rotary drilling, 
general construction, the operation of industrial plants. 


Specify ‘‘Flex-Set’’ Preformed Yellow Strand, the plus quality 
rope with one strand of yellow. 


For information and prices, write any of our offices, branches 


or distributors. 
BRODERICK & BASCOM ROPE Co., St. Louis 


Manufacturers of all grades and constructions of wire rope, preformed and standard, for every purpose. 


“FLEX-SET” PREFORMED 
YELLOW STRAND ~ 








Factories: St. Louis, Seattle, Peoria. 
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I've got a swell job now 


... they have group insurance 


xk * 
GROUP INSURANCE 
MAKES HAPPIER WORKERS 


With no obligation, salaried experts 
of the Aetna Group Division will 
gladly explain all forms of employee 
insurance and how they can be fitted 
to your requirements. 


Aetna group insurance is 
available for all coverages: 
Life—Pensions—Sickness 
— Accident—Hospitali- 
zation, 


JETNA LIFE 


INSURANCE COMPANY 


Hartford . . . Conn. 
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NEW PRODUCTS 





Office Ozalid 


WHILE THEY WERE DESIGNING two new 
models of the Ozalid machine for making 
“white prints” of engineering drawings 
by the “dry development” process, the 
engineers of Ozalid Corp., 354 Fourth 
Ave., New York, also designed a new 
Office-Size White Print Machine for the 
quick and economical duplication of 
office records, correspondence, inventory 
sheets, parts lists, and small engineering 














Commonplace Conveniences 
Owe Much to MALLORY 


As the foremost supplier of resistance welding 
electrodes to the manufacturers of auto- 
mobiles and streamlined trains, Mallory’s 
service has a parallel in more commonplace 
fields. The framework of the lampshade by 
your chair, the cigarette lighter in your 
pocket and many of the other conveniences 
that make your daily life more pleasant, 
owe much of their strength, lightness and 
economy to welding, the modern method 
of metal fabrication. 


P. R. MALLORY & CO., Inc. 
INDIANAPOLIS INDIANA 


Cable Address — Pelmallo 


PARTS FOR RADIO, ELECTRICAL, 
AUTOMOTIVE AND INDUSTRIAL FIELDS 


LP. R. MALLORY & CO. inc. | 


ALLOR 








drawings. Put the record to be copied in 
a slot; the machine will produce a copy 
with black or maroon or blue lines on a 
white background, as desired. Positive 
| copies of positive photographs fall within 
the range of the machine’s capabilities 
and accomplishments. 


“Skru-Gun” 
By 


MEANS of the new Skru-Gun Me- 


chanical Feeder Attachment for almost 
any type of power screw driver—electric, 
pneumatic, or flexible shaft—screws are 
delivered singly into driving position and 











driven to the desired degree of tightness, 
| Its manufacturer, Automatic Machine 
| Co., 100 Beech St., Akron, O., points 
| out that the attachment also prevents the 
driver blade from slipping out of the 


screw head. 


Air-Cooled Hoist 


Fins LIKE THOSE in a Sirocco blower are 
cast into the brake drum of the Cable 
King Electric Hoist, newest development 
of Yale & Towne Mfg. Co., Philadelphia 
Division, Philadelphia. As a load is low- 
ered, the fins revolve, producing air cir- 








culation and cooling action arow 
brake and gears. Capacities ran; 
4 to 6 tons. 


Chain Mounter 


ONE OF THE MESSIFST JOBS aro 
automobile has been that of m 


emergency chains. The Union Sp & 






























Mfg. Co., New Kensington, Pa., ha 
brought out its Pullthru Emers 


Chain Mounter. Device is essentially a 


spring steel “fishing tool” which r 
around the tire and pulls the chain 
through. 


Durable Water-Repellent 


WHEN FABRICS ARE TREATED with a 
and durable water-repelling finish, na 
“Zelan,” garments made of them 
maintain a high dress of “freshness” and 
will resist soil and beverage spots. Its 
developer, E. I. du Pont de Nemours & 
Co., Wilmington, Del., has found thr 
thorough tests that Zelan will mai: 

its efficiency through repeated Jaunder- 
ing and dry cleaning for the normal 

of the garment. 


Cocktail Shaker 


Hotmay BEVERAGES will be thorough! 
and effortlessly shaken, if the job is d 
by the electric Shaket, product of Shaket 
Mfg. Co., 3112 N. Kedzie Ave., Chica 


Secret of its easy starting and stopp 





lies in a little Durakool Mercury Swit: 
manufactured by Durakool, Inc., Elk 
hart, Ind. “Just tap to start it—just tap 
to stop it—then serve.” 
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Two Groups Offer Drug Bills 


Model measure for legislatures is prepared by 


National Drug Trade Conference. State officials propose 
another. Charles Wesley Dunn seeks compromise. 


js 1989 MOvEs UP on them, and the 
dates for the convening of the various 
date legislatures come closer, the food 
and drug trades are busy putting the 
seam on their model state food and 
drug bills, in the sure knowledge that 
a flood of such legislation will follow in 
the wake of the new federal law enacted 
last June. 
The first bill cooked up was that of 
the National Drug Trade Conference, at 
annual meeting in Washington last 
nonth. It promptly won the support of 
the entire industry which promised to 
slump for it in every legislature. If there 
is one reason why the legislatures refuse 
any consideration, however, it will 
probably be that the bill short-sightedly 
restricts itself to drugs alone, letting 
food go hang. 


Compared With Federal Law 


Outside of that important difference, 
the National Drug Trade Conference 
bill is pretty much like the federal law. 
It is tougher than the federal law in two 
respects: It omits the provision for court 
review of administrative regulations, 
and in the provision concerning false 
and misleading drug advertising it pro- 
hibits the use of any curative or pallia- 
tive claims as regards 36 specific dis- 
(such as appendicitis, cancer, 
tuberculosis, venereal disease,  etc.). 
That’s a provision that hasn’t been seen 
around since the days of the old Tug- 
well bill, and if it seems strange that it 
should reappear in a bill drawn up by 
the drug trade itself, there’s the explana- 
tion that the trade can’t lose anything 
by it now since no ethical manufacturer 
these days claims that his products are 
of any remedial use in the treatment of 
these diseases anyway. So he might as 
well get the glory of going after the 
quacks and whatever expanded sales vol- 
ume might be available as a result of 
driving the nostrum-makers out. 

The bill, in most other particulars, 
treads more lightly than the federal law 
—exempting drugs provided on prescrip- 
tion from the labeling and new drug 
provisions and providing for lighter 
penalties. 

The Drug Trade Conference Bill was 
hardly out in the open air, though, 
before another model uniform state bill 


eases 


cropped up. This one will probably have 
an inside track in state capitals because 
it is sponsored by the Association of 
Food & Drug Officials of the U. S., 
worked up by a committee appointed at 
the association’s annual meeting in Chi- 
cago last August. Chairman of the com- 
mittee was North Dakota’s fire-eating 
food and drug commissioner, Cc. & Ladd | 
(BW—Nov12'38 p24 

There is a be similarity between 
the Drug Trade Conference bill and the 
model statute developed by the state 
officials, which can be generally ex- 
plained by the fact that they had the 
same common ancestor—the new federal 
law. But the fact that both bills include 
the old Tugwellian ban on advertising 
of curative claims for the same 36 dis- 
eases suggests that the drug trade had a 
pretty good idea of what was coming. 

Aside from the fact that the state 
officials’ bill empowers the administrator 
to add to the list of the 36 diseases as 
he sees fit, that model law differs in one 
important particular from the drug 
trade’s bill as well as the Copeland fed- 
eral law. The seizure provisions are ex- 
panded to the proportions they had in 
the old Tugwell bill, and provide that 
“whenever a duly authorized agent of 
the state finds or has probable cause to 
believe, that any food, drug, device, or 
cosmetic is adulterated or misbranded 
within the meaning of the act,” 
tag the article, quarantine it, warn all 
persons not to move or dispose of it by 
sale or otherwise until permission is 
granted by the agent or the courts. 


Food Grades Proposed 


Again, the state officials’ bill provides 
for the establishment of quality food 
grades—a project which was bitterly and 
successfully fought by the grocery indus- 
try when it first came up in the old Tug- 


well bill and then again in NRA days. | 


The federal law now provides for a 






he shall | 


| 


single minimum standard to be estab- | 


lished by the Secretary of Agriculture. 
The definition of misleading drugs also 
reaches back to the old days of the early 
Congressional fight on food and drug bill 
legislation in reviving the clause that “if 
there exists a substantial difference of 
opinion, among experts qualified by 
scientific training and experience, as to 
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1) Ability to detect and instantly cor- 
rect errors in operator-made set-ups 


» True figure dials for checking at-a- 
glance both operator-made factors 


» Digit corrections instantly made 
without resetting entire factor 


2) In-built design features insuring 
accurate calculations under all 
conditions 


» Complete Capacity Carry-Over in 
both product and upper dials 


» Correct quotients even though op- 
erator neglects lining-up dividend 
and divisor 


» Easy-to-learn...Easy-to-use...Pre-Set 














Decimal System 







This Greatest Value and Performance 


Merits Your Investigation Now! 






Continuously 
Manufactured, 
Satisfactorily 
Serviced 
and 
Consistently 
Preferred 

















MARCHANT SALES GROWTH 
28 years 





GREATLY EXCEEDS THAT OF 
OFFICE EQUIPMENT INDUSTRY 


MARCHANT CALCULATING MACHINE COMPANY 


HOME OFFICE: OAKLAND, CALIFORNIA, U. S. A. 
Sales Agencies and Manufacturer's Service Stations 
in all Principal Cities 


SORES EEE ESET EES SHEE THEE HE EEe seen 


Gentlemen: 


“BW/12/38 
You may ant us MARCHANT deteiled 
FEATURE ANALYSIS, without obligation. 


Name 





Sta‘e 
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the truth of a representation [in labeling 
or advertisement] such labeling or adver- 
tisement shall not be considered mis- 
leading on account of such representa- 
tion if it states clearly and prominently 
the fact of such difference of opinion.” 
(This provision also reappears in the 
Food & Drug Administration’s proposed 
regulations for the federal law.) 

All in all, the state officials’ bill doesn’t 
please the affected trades. And the food 
industries, as well as a few individualists 
in the drug business, don’t like the model 
drug bill. So Charles Wesley Dunn, 
counsel for various food and drug firms 
and associations, is working up an amal- 
gam of the model bills, removing all the 
objectionable features, and coming forth 
with a compromise model bill that could 
get the support of all groups. 


F&DA’s Regulations on Labels 


Meanwhile the Food & Drug Adminis- 
tration, trying to get its final regula- 
tions for the Federal Food, Drug & Cos- 
metic Act ready by Jan. 1, was rumored 
to be easing up in favor of the drug 
trade on several of its tougher proposed 
regulations—the one requiring that label 
information be printed on all panels of 
a bottle or container which are displayed 
to the consumer, for example. It was also 
reported that the F&DA wasn’t likely 
to establish any advisory board to pass 
on labels, as had been suggested by the 
National Retail Dry Goods Association. 
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Stores Reorder Christmas Goods 


But, in some lines, wholesalers and manufac. 
turers are too busy to fill emergency requirements, 
Volume sales are higher than a year ago. 


SOMETHING THAT HASN’T HAPPENED in a 
long time happened in New York this 
week. Buyers for department and other 
retail stores throughout the country 
called on wholesalers for reorders on 
Christmas goods. Apparently many mer- 
chandisers had underestimated _ their 
Christmas requirements. But, whole- 
salers and manufacturers turned on 
them wry, apologetic smiles: “Sorry, we 
can’t get the goods to you. Plants are 
already working at capacity on standing 
orders.” 

Not in all lines was this congestion 
evident; nor does the shortage mean 
that this 19388 Christmas is going to 
break records, despite some _ rather 
blatant newspaper headlines. Retail vol- 
ume will just about come up to expecta- 
tions—ranging anywhere from 1% to 
3% below last year to 5% above—de- 
pending on the store, the region, and 
the type of merchandise. 

Chief explanation of the call for hurry- 
up orders is that stocks of retail mer- 








What do leading business men recom- 
mend as workable means for dealing 
with the problems of unemployment? 


TOWARD FULL EMPLOYMENT 


BY HENRY E. DENNISON, LINCOLN FILENE, 
RALPH E. FLANDERS, MORRIS E. LEEDS 


In this new book the authors suggest definite means for dealing with the problem of 
unemployment, considering the situation from the standpoint of preventive measures to be 
applied in the early stages of business recession. They present a program for the orderly 
provision of employment through fluctuating government activity and expenditures on a 


pre-planned and pre-budgeted basis. 


lesi 


Com 





Securities and Exch 


Jerome Frank says of this book: 


JUST OUT 


“Coming at a period when economic difficulties cause many persons to 
accept formulas in place of dispassionate judgment, this book is a most 
significant indication of the fact that among our industrial leaders 
are constructive thinkers, willing to adjust traditional attitudes to new 
circumstances in such a way as to make possible the preservation of 


our economy under a political democracy.” 


McGraw-Hill Book Co., Inc., 330 W. 
Send me Dennison, Filene, Flanders, Leeds 
for 10 days" examination on approval 
plus few cents postage or return book postpaid 
orders accompanied by remittance 

Name 

Address 


City and State 


Position 


Name of Company coctenece 
(Books sent on approval in U. 8. and Canada only.) 
TT 


2nd St., 


Toward Full Employment, 
In 10 days I will send $2.50 
We pay 


New York 


postage on 


BW. 
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chandise have been permitted 
down. In October, for example, 
ment store inventories, as report 
the Federal Reserve Board, rea: 
new low, and with sales imp 
rather steadily—since May | 
moved up 13%—shortages were i: 
ble in spots (charts opposite) . 

Although department 
has not yet exceeded 1937, some « 
leading chains have managed to put ply 
signs on percentage comparisons \ 
year ago. Twelve variety chain 
ported volume off only 0.1%, but V 
Grant’s November was 3% ahead: Wool. 
worth’s was 0.6% higher, Kresge w 
0.8%. Mail-order business in Nov: 
showed a smart advance. Monty: 
Ward was 6.9% up; Sears, Roebuck r 
ported a gain of 3.9%, but Spiegel 
off 8.1%—indicating the lack of una 
ity in the figures. It is to be rea 
however, that most of the compa 
that reported gains, added outlets. 
for instance, had 16 more stores in 
vember this year against November | 
year; Woolworth, 5; Kresge, 1; Grant, 7 

But even though dollar volume 
been off for the most part, the act 
quantity of goods moving over mer 
dising counters is up. Prices are off 
from a year ago, which means that 
consumer dollar will buy more 
chart). 


store \ 


National Income Rises 


Underlying the Christmas call for 
stocks is increased consumer purchasing 
power. Employment is up 6% from its 
June low, while payrolls have advanced 
nearly 20% in the same interval. Only 
farm cash income has been laggard— 
largely because of commodity price 
weakness. But despite this unbalance in 
rural areas, sales have not been unduly 
depressed, and the national income ): 
been rising persistently, if slowly. Since 
May, it’s increased 4%. 

By no means has the improvement in 
retail volume paralleled the rise in gen- 
eral business activity. Department store 
sales are up only 18% from their spring 
low, while the Bustness Week Index of 
Business Activity has jumped 36%. But 
that lag is customary. Retail trade 
usually is slow to turn either up or 
down when there is a change in the 
business cycle. 

That, however, has its compensations 
Even if general business activity levels 
off during the next few months, it seems 
likely that retail trade will move ahead. 
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FOUNDATION— 
For Spring Upturn in Retail Trade 
A. What the Buyer Has to Buy With 
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1. FACTORY EMPLOYMENT IS UP 
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2. AND SO ARE PAYROLLS 
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3. DESPITE WAVER IN FARM INCOME 
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B. What the Seller Has to Sell —And ‘Buy 
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1. DEPARTMENT STORES GIVE MORE FOR THE MONEY 
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(Prices are off 6% from a year ago) 
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2. BUT DOLLAR SALES 60 UP ANYWAY 
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4. AND WHEN THEY DO— 


DEPARTMENT STORE 


STOCKS 


HANTS WILL HAVE TO REPLENISH STOCKS 
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Third Grade Gas War 


Octane battle looms as 
Standard Oil of Indiana adds 
tetvaethyl to its Stznolind. 


GASso.tnE refiners and marketers are in a 
state of great excitement over the an- 
nouncement by Standard Oil of Indiana 
that it will add tetraethyl lead to its 
third grade gasoline to bring the octane 
(anti-knock) 
sults are (1) a trend of public demand 
from the special and regular grades of 
gasoline to the improved third grade; 
(2) addition of a fourth grade of gaso- 
line in some service stations, though this 


rating to 67. Possible re- 


prospect is discounted by major refiners; 
(3) serious pressure on small competing 
who can’t afford to 
octane ratios. 


refiners increase 


Meeting Competition 


Price cutting by unbranded gasoline 
marketers is said to have forced Indiana 
Standard to the bold move. For months 
it and other major companies have been 
galled by competition of leaded un- 
branded gasoline selling as much as 5¢ 
per gal. below major brands. Much of 
this was said to be several octane num- 
bers better than the majors’ unleaded 
third grade. Indiana Standard has given 
these competitors (and its major-com- 
pany rivals) a touch of high life by lead- 
ing its third brand (“Stanolind”). It will 


add some five octane numbers to the 
efficiency of this grade, formerly ranked 
as “62 octane and below.” 

The new Stanolind, which has a dis- 
tinctive green color, was offered in Chi- 
cago and vicinity this week and will be 
on sale in nine Midwestern states by 
Dec. 20. at no advance in price, 

Ethyl Gasoline Corp. (holder of tetrae- 
thyl patents) has thrown the field open 
by wiring its licensees a waiver on its 
contract which held refiners to leading 
two grades—their premium and next 
best. The waiver gives permission to 
lead as many grades as they wish. Stand- 
ard’s big-company competition is trying 
to make up its mind what to do and ob- 
servers expect it to follow suit. 

Independent refiners were caught flat- 
footed by Indiana Standard’s move, al- 
though this was the sector that started 
all the shooting. Much of the white, un- 
leaded gasoline sold in Indiana Standard 
territory comes from several hundred 
small skimming plants. It is said that 
they make a better profit on their low- 
grade gasoline than do the bigger refin- 
eries. They are not equipped to make 
anything better except by adding Ethyl’s 
lead which would submerge the profits 
in many cases. Addition of tetraethyl to 
their third grade (which is now used 
mostly for tractor fuel) would mean an 
estimated additional cost of around 3¢ 
per gal. 

Consumer-wise, improvement of third 
grade gas carries profound significance. 





Your Paper Printed While You Wait 


Last week the St. Louis Post-Dis- 
patch started regular broadcasting, 
over its experimental radio facsimile 
of a 
newspaper. Seven days a week, from 
2 to 4:15 p.m., on ultra high fre 
quency, the Post-Dispatch now 
sends out (with the transmitter at 


broadcast station, facsimile 


the left) a nine-page radio edition 
(8'/, inches long; 3 columns wide) 
which is picked up (right) by 15 re- 
ceivers in the homes of members of 
the station staff. As soon as RCA 
turns out more receivers, which it 
will supply for $260, the Dispatch 


will have public demonstrations. 
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While motorists may stick to th 
grade during the hard-starting . 
winter, station operators expect 
demand to center on the bettere: 
grade next spring. Once acquir: 
habit may stick. Premium and 
grades would thus lose gallonag: 
Of the independents, Phillips 
eum is said to be best equipped t 
competition of Standard’s new gre: 
Phillips produces enormous quant 
natural gasoline which can be ad 
low grades to increase their rating 
In the East, skirmishing in third 
gasoline also has appeared. Some 1 
ago Richfield Oil Corp. added a 
third-grade to its line in some pa 
the Northeast where independent 
petitors had begun the practice. | 
from 1 to 2¢ under the second gra 
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Liquor War—As Usual 
RiGut ON scHEDULE, the way it us 
be before fair trade (and probably will 
be after), New York City’s liquor 
tailers officially opened the Chri 
season with a knock-down, drag-out 
price war. It continued early this 
with retailers still cutting prices on se\ 
eral dozen brands, but when dist 
requests for injunctions against ret 
ers began piling up in the courts 
war started to slack off. Notable de\ 
opments: Calvert Distillers brought 
tempt of court proceedings against 
Wall Street Liquor Corp., claimed 
retailer had been served with an injunc- 
tion in last year’s Christmas price 
which it violated this year. The ret 
asked to be relieved of the injunct 
said Calvert hadn’t compelled com 
tors to observe contract prices. Natio 
Distillers this year served official notice 
that it would slap down any retailer who 
cut prices on its line, but by midweek the 
warning had gone unheeded. Last year, 
the company was accused of indulging 


++ 


price-cuts; whereupon, in some heat, it 


‘abrogated all its fair trade contracts— 


and then restored them when threatened 
with reprisals. 


United Front Fights Chiselers 


Wuat To vo with the bad actors of an 
industry who chisel on quality? One 
answer to this perennial problem is to 
segregate them—make it clear that they 
stand outside the pale of accepted prac- 
tice. Something of this merchandising 
philosophy is at the basis of the quality 
group organization plan pioneered in 
several different industries by Gooch & 
Co., marketing consultants of 369 Lex- 
ington Ave., New York City. The plan 
involves the establishment of minimum 
standards of quality and the display and 
promotion of a common seal of approval 
by those who conform. The bad actor is 
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consequently excluded. Thus, the plan 
wbstitutes cooperation of the better ele- 
nents within an industry for the usual 
ver-all competition which permits the 
shisel’ r to continue his raiding activities. 


LLnL) 
TRANSPORTATION 





Chicago Digs Subway 
City’s old dream is really 


coming true at last. Mayor and 
Ickes shovel dirt. 


\r Last, after more than a generation of 
confident promises and big plans and 
total flops, the largest city in the world 
without a subway broke ground for a 
subway this week. 

The city is Chicago, which has been 
talking subway so often and so fitfully 
and so idly for so long a time that most 
Chicagoans can still hardly believe that 
a subway is at last becoming real. The 
nlace of the ground-breaking was at the 
corner of State Street and Chicago Ave- 
nue, about midway in the first section of 
the first of the two subways to be built. 

Herlichy Mid-Continent Construction 
Co. did the ground-breaking, with the 
ceremonial help of Mayor Edward J. 
Kelly and Secretary of the Interior Har- 
old L. Ickes, who, as Public Works Ad- 
ministrator, granted the city $18,000,000 
toward the $40,000,000 cost of its two 
subways. Mayor Kelly and Adminis- 
trator Ickes shoveled dirt, while the 
cheering crowd wondered whether they 
would soon be shoveling metaphorical 
dirt at each other as rivals for the mayor- 
alty. Mr. Ickes has been a fighting Chi- 
cago reformer since the early 1900's, and 
his $18,000,000 subway grant to his home 
city didn’t do his possible candidacy any 
harm. Quite the contrary. 


Stimulus to Business District 


The subways are expected to bring the 
eventual removal of the Loop elevated 
railway structure, which bounds the cen- 
tral business district and constricts it 
physically and financially. Traffic on 
four principal streets is impeded by the 
numerous “El” pillars. Ultimate removal 
of the downtown “El” structure is ex- 
pected to revitalize the district and boost 
real estate values. 

The elevated, surface, and bus lines are 
to be unified soon, unless present plans 
go wrong. Rapid transit trains will use 
the subways. The first subway will run 
north on State Street to Division Street, 
then west to Clybourne Avenue, where it 
will turn northwest to a point near Wil- 
low Street. The second subway, to be 
begun next year, will start north on Dear- 
born Street at Congress Street, turn west 
on Lake Street to Milwaukee Avenue, 
and thence run northwest to a point near 
Paulina Street. 











“Okay 22 — take off on east runway,” 
the dispatcher tells your pilot over his 
Western Electric radio telephone. 





“Come on in 22”—and you land on schedule. Day and night, good weather and 


ground stations 
tions and weather reports. 


Transportation 


The Flying Telephone 
speaks plainly to pilots 


... on all the major airlines 





Your pilot “checks-in” frequently with 
receives flight instruc- 


bad, the Flying Telephone helps to make that the rule. 


It’s made by Bell Telephone makers 


When you step aboard an airliner 
of any of the nation’s major 
airlines, Western Electric’s radio 
telephone is always there. It has 
won and held its important place 
through many hundred million 
miles of dependable service. 





More and more private planes, 
too, are being equipped with this 
aid to efficient piloting. 

The Flying Telephone is one 
of many contributions by Bell 
Telephone makers to this fast- 
moving world of ours. 
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Stocks Rise on 


"39 Hopes 


Usually December is a month of caution, but this 
time prices rose emphatically because of encouraging 
appraisals of next year’s business. 


DeceMBER 1s NOT a month which usually 
produces any important strength in stock 
prices. In fact, it is necessary to go back 
as far as 1928 to find what Wall Street 
thinks of sentimentally as “an old-time 
Christmas market.” 

A rise in December is a little more 
difficult than in other months because 
people sell securities for tax purposes as 
the year nears a close. This type of sell- 
ing in recent years has been largely to 
establish tax losses. But in 1938 there has 
been a pretty substantial volume of 
selling by those who wanted to take 
profits under the amended capital-gains 
tax. (There haven’t been many gains in 
recent years, and few who had them 
could afford to take them the way the 
tax law worked prior to the last session 
of Congress.) 


All Departments Strong 


In spite of these considerations, the 
stock market this week gave pretty sub- 
stantial indications of breaking precedent. 
For a couple of weeks prices had resisted 
all selling pressure in a reassuring way. 
In fact, there had been a creeping ad- 
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vance. Then, on Wednesday of this week, 
prices broke out of the trading rut in 
emphatic fashion. 

It is true that the usual industrial 
favorites, the rails and rail equipments, 
and the aircraft stocks led the advance. 
Nevertheless, practically all departments 
of the list were strong, giving further 
evidence that the market is building on 
an optimistic appraisal of 1939 prospects 
rather than on special news applying to 
a limited number of lines. 

Most encouraging thing of all, from 
a trader’s point of view, was the way 
the market picked up momentum on the 
rise. Volume of transactions grew until 
the New York Stock Exchange quotation 
ticker fell two minutes behind just be- 
fore the close Wednesday afternoon. 
Investors who had not quite possessed 
the courage to get in the market over 
the last month were quick to jump in 
when they came to sense the improved 
trend. 

There wasn’t much in the news to 
touch off the rise. In fact, steel operations 
have declined a trifle more, and the No- 
vember figures on the use of copper were 
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sufficiently disappointing to a: 
lot of talk about the necessity { 
tailment of mine output in the 
States for a month or so. 

More important, however, y 
background of marked improven 
ready recorded in many lines a 
belief that there will be furth 
stantial pickup after the turn 
year. The renewed talk of railroa 
ing—and a couple of nice ord 
typical. In addition, excess resery 
deposits of Federal Reserve » 
banks achieved further all-time 
continuing the assurance of ample 
at easy rates. 

Commodities responded to the st 
in stocks to only a minor degree. | 
was among the strong spots, and « 
rallied, but there wasn’t as much 
upswing in the industrial raw ma’ 
as has usually been the case when 
were strong in the recent past. 


Odlum Wins Again 


Head of Atlas Corp. adds 
to his success story by Utilities 
Power settlement. 


In Unrrep States District Cov: 
Chicago last week Floyd B. Odlum told 
the story of his business career. It’s quite 
a success story—how a young lawyer in 
Utah became interested in public utili 
ties; how he went to New York and built 
up the public relations department of th 
Electric Bond & Share system; how his 
work earned him promotion to Bond 
Share buying department in whic! 
operated in Europe and South Americ: 
as well as in the United States; and 
finally how he left the utility field in 
1931, going to the Atlas Corp., an invest- 
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—_— 
Big Board Acts Fast 


THAT BRAVE NEW spirit which per- 
vades the renovated New York 
Stock Exchange stuck out in ev- 
ery which way in the surprising 
McKesson & Robbins incident (see 
page 15). When Sidney J. Wein- 
berg—a partner in Goldman, Sachs 
& Co., a director of the drug com- 
pany, and a governor of the ex- 
change—first learned about the 
“vanishing assets,” he called a 
hasty meeting of the company’s di- 
rectors at his home. The session 
lasted well into the night. 

But he did not forget his public 
responsibility. He notified the ex- 
change and the Securities and Ex- 
change Commission. The exchange 
at once called committee meetings, 
sent telegrams to discover what 
was what, and suspended the se- 
curities from trading. Executives 
of McKesson & Robbins were sum- 
moned, and, after they were heard, 
verbatim transcripts of their testi- 
mony were given to the press. 

Promptness, accuracy, and full- 
ness characterized the exchange’s 
whole approach. The effort was an 
aggressive one—in the public inter- 
est. In the old days trading prob- 
ably would not have been sus- 
pended; certainly the exchange 
would not have pressed so aggres- 
sively for information in behalf of 
investors. 

All this stood out in contrast 
with the mishandling of the Whit- 
ney affair. 








ment trust which he and an associate 
had founded in 1923 largely as a hobby 
only to have it grow to the point where 
it required all his time. 

All this Mr. Odlum related before 
Judge William H. Holly to qualify him- 
self as an expert in utility matters. His 
testimony was being taken in one of 
the many suits and counter-suits which 
have been so typical of the history of 
the Utilities Power & Light Corp. in the 
last two years. 


Settled Out of Court 


This case, attorneys had said, would 
bring out spectacular charges. Mr. Od- 
lum’s and the Atlas Corp.’s claims to 
about $4,200,000 from Utilities Power & 
Light and its Canadian subsidiary of the 
same name were to be hotly contested. 
But, just when testimony was supposed 
to get juicy, the whole thing was settled 
out of court, and this week Mr. Odlum 
seemed to have scored another of the 
successes which have carried him and 
his Atlas Corp. to top-flight importance 
in the financial field. 

The $4,200,000 claim was settled for 


$3,200,000. Associated Investing Corp., 
an affiliate of Associated Gas & Electric, 
which had alleged that only a $700,000 
investment by Atlas was involved, called 
the thing off with the statement that 
the settlement would facilitate the reor- 
ganization of U. P. & L. 

Associated and Atlas had been at each 
others throats for months. Atlas owns 
about $31,000,000 of Utilities Power & 
Light’s debentures. Associated has an 
investment of $11,000,000 in U. P. & L.’s 
junior stocks. Naturally their interests 
are pretty different when it comes to 
working out a plan for reorganization. 
So the agreement at the end of last week 
in Chicago carries a lot of significance. 
Attorneys for Associated even predicted 
that the settlement would be in the best 
interest of junior security holders, which 
might indicate that they received some 
promises from Mr. Odlum. 


Debenture Purchase Authorized 


Close on the heels of this agreement, 
the Atlas Corp. received more good news. 
The Securities and Exchange Commis- 
sion authorized U. P. & L.’s Canadian 
affiliate to devote $9,000,000 to buying 
in the parent company’s debentures at 
not more than 70¢ on the dollar. Atlas 
had contended all along that the Cana- 
dian company could make no better use 
of its $12,000,000 of idle cash than to 
pay off part of the parent company’s 
debt at a discount, but Associated had 
urged that cash should be conserved. 

Inasmuch as Atlas Corp. owns about 
60% of the $50,000,000 of debentures, 
and inasmuch as $9,000,000 will buy 
nearly $13,000,000 worth of debentures 
at 70¢ on the dollar, it’s pretty clear that 
Atlas should benefit. When it is remem- 
bered that Atlas bought a good part of 
its holdings as low as 35¢ on the dollar, 
it begins to become clear just how much 
this man Odlum has added to his suc- 
cess story in the last few days. 





FINANCIAL ANGLES 





Another Cotton Plan 


AvaBaMa’s Sen. Banxueap has a new 
plan for disposing of the cotton surplus. 
In addition to acreage reduction, already 
decreed under the farm law, which would 
cut crop area to 27,000,000 acres, the 
Senator wants planters voluntarily to 
give up an additional one-third of their 
cotton acreage. That would cut planted 
area to about 18,000,000 acres. In return, 
the government would give cotton to 
cooperating farmers in an amount equal 
to the normal yield of the 9,000,000 
voluntarily abandoned acres. This gift 
cotton would come out of the 10,000,000- 
odd bales against which Uncle Sam has 
a lien through federal storage loans 
granted producers. This plan certainly 
would cut the surplus. But it has its 
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BENEFICIAL INDUSTRIAL 
LOAN CORPORATION 
Dividend Notice 


DIVIDENDS have been dec!ared by 
the board of directors, as follows 


Prererrep Srock, Series A, (which 
has been called for redemption), 
68 cents per share, payable to stock- 
holders on January 9, 1939 as part of 
the redemption price. 

Common Stock, 40 cents per share 
payable December 28, 1938 to stock- 
holders of record at close of business 
December 16, 1938. 


E. A. Baer, Treasurer 




















The | oyd-lhomas Co. 


Impartial Valuations 

of Industrial and 
Commercial Property «+: A 
quarter century of factual 
appraisal service to Ameri- 
ca's more comservative 
business institutions. 


LEO AUTHORITIES OW PHYSICAL VALUES 
< APPRAIBA ¥) ENGINEERS 


S RAVERS WOOD ave 























Atlas Corporation 


Common Stock Dividend 
NOTICE 1S HEREBY GIVEN that a divi- 
dend of 25¢ per share has been 
declared on the Common Stock of 
Atlas Corporation payable December 
30, 1938, to holders of such stock 
of record at the close of business 
December 17, 1938 


Watrer A. Peterson, Treasurer 
December 8, 1938 
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drawbacks. First, it would cost the tax- 
payer about $160,000,000 a year, repre- 
senting the money the government al- 
ready has lent on the proposed gift 
cotton, plus warehouse charges accumu- 
lated during the period of storage. Sec- 
ond, the government doesn’t own this 
cotton—and any price-raising scheme 
will prompt borrower-producers to re- 
deem it pronto. 


Bank Earnings Lower 


Eacu Year the financial world notes care- 
fully the annual meeting of New York’s 
Bank of the Manhattan Co. This is the 
first large bank meeting, and each year 
it forecasts to greater or lesser degree 
the trend of bank earnings. This year, 
Chairman J. Stewart Baker estimates, 
the bank will show net earnings of ap- 
proximately $2,375,000 against $2,961,- 
000 in 1937. This confirms the general 
expectation of lower bank earnings for 
1938. The rise in banks’ earning assets 
(loans, investments, etc.) in the last 
few weeks, however, has encouraged the 
belief that better results can be ex- 
pected in 1939. 


Capitalizing on McKesson 


Wirn tae McKesson & Rossins inven- 
tory episode front-page news and fresh 
in the minds of all corporation officials, 
directors, lawyers, auditors, and the 
SEC, Ford, Bacon & Davis, Inc, engi- 
neers, this week perfectly timed a cir- 
cular te the 10,000 names on their mailing 
list. It started off: “The responsibility 
for a proper inventory rests squarely on 
the shoulders of officers and directors;” 
and then it goes into the importance of 
having an independent appraisal and 
checkup of corporation assets by compe- 
tent authorities. Heretofore, corporations 
have used engineers and appraisers to 
check up and value their inventories, 
but usually on such a special occasion 
as a@ merger or a new security issue. Per- 
haps—as Ford, Bacon & Davis hopes— 
the drug house incident will stimulate 
increased use of periodic independent 
checkups. 


Reopening an Argument 

Tue McKesson & Rosstns case prob- 
ably will hasten the decision of the New 
York Stock Exchange and the Securities 
and Exchange Commission as to the ex- 
act duties and privileges of the specialist. 
Specialists long have been the object of 
a good deal of suspicion on the part of 
the SEC. There even is agitation for a 
complete prohibition against specialists 
trading for their own account. The dis- 
covery that the specialist in McKesson 
& Robbins had an element of discretion- 
ary power over the accounts of Mrs. 
Carol E. Coster and John J. Jenkins, 
respectively wife and brother-in-law of 
the drug firm’s president, undoubtedly 
will cause the SEC to question whether 
specialists ever should be allowed such 


power. 
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Business Prepares for 1939 


France anticipates political showdown; Eastern 
Europe turns to Moscow; Germany and Japan sub ject 
business to new restrictions; Canada looks for constrwc. 


tion boom. 


Wortp business was comparatively calm 
this week as various countries made 
plans for important new international 
diplomatic developments which are ex- 
pected to come to a head early next 
year, some of them good, some serious, 
but all of them pointing toward sharper 
economic rivalry between nations. 


Political Test Ahead 


Paris (Wireless) —Reaction to the Dala- 
dier government and the Reynaud scheme 
for rehabilitating French economic life 
is still good, but Paris realizes that the 
real political test is still ahead. 

Paris believes there is a lot of bluff 
in the Italian campaign for annexation 
of Tunis, Corsica, and Savoy, and that 
Mussolini wants fundamentally a low- 
ering of the rates through the Suez 
canal (French-controlled), creation of 
a free port at Djibouti, and the right 
for Italians in Tunis to retain their 
nationality. 


Poland Courts Moscow 


Moscow (Cable)—Foreign circles here 
are expecting some new turn of foreign 
policy due to post-Munich conditions 
in Europe. Moscow, while continuing 
its policy of “self-reliance” and simul- 
taneously supporting the principle of 
collective security, is welcoming closer 
relations with the smaller nations who 
are increasingly fearful of German ex- 
pansion. 

First steps in this direction are seen 
in the Soviet-Polish rapprochement; the 
warm official reception to the recent 
Finnish delegation to Moscow; the hope 
for widening Soviet-Turkish collabora- 
tion following the recent friendly ges- 
ture toward the Soviet Union by the 
new Turkish Foreign Minister; and 
finally the Soviet gratification with the 
recent Scandinavian rebuffs to German 
pressure. 

This new policy may be soon rein- 
forced by expansion of trade with these 
and the other countries which constitute 
a buffer line between the Soviet Union 
and Germany. Soviet-Polish trade talks 
were started some months ago in 
Warsaw and may soon be consummated. 
For the last three or four years, trade 
between the two countries has been at 


low levels because of generally yp. 
friendly relations up to the time of 
Munich, when Warsaw found itself «!on 
in a hostile camp. 


London Mistrusts France 

Lonpon (Cable)—Chamberlain’s warn. 
ing to Mussolini to keep out of Tunis 
does not imply Britain will fight to pro- 


tect the French colony, but it does 
threaten Anglo-Italian relations under 
the treaty which only recently came into 


operation. New stories of French eco- 
nomic confusion have further shaken con- 
fidence here this week. There is a feeling 
in London that Daladier, although 
questionably France’s strong man follow- 
ing the breakup of the strike, is not push- 
ing the new national economic policy far 
enough or fast enough, and that the sac- 
rifices demanded in the Reynaud decrees 
are not wide enough to produce the re- 
sults expected of them. Hence, the dan- 
ger of more trouble from the Left Wing. 

It is believed that the real object of 
Dr. Schacht’s visit to London is to 
endeavor to persuade British business 
leaders of the dangers of embarking on a 
trade war with Germany. Recent 
speeches of British Ministers are said 
to be producing growing nervousness 
in Germany lest Britain throw all its 
resources into a real fight by financing 
export sales where necessary to meet 
German competition. 


New Pressure on Business 


Beruin (Cable)—Business is being sub- 
jected to maximum pressure by the gov- 
ernment in its drive for intensification 
of industrial production and _ building, 
and in the attempt to break all previous 
records. This pressure increasingly tens 
to eliminate seasonal fluctuations in em- 
ployment. Thus, November unemploy- 
ment for the first time in history regis- 
tered an anti-seasonal decline. And with 
reserves of skilled workers practically 
exhausted, independent handicraftsmen 
are now being temporarily com- 
mandeered for work in big industrial 
enterprises. 

Official estimate of the value of 
building projects now on hand has 
reached the astronomical figure of 30,- 
000,000,000 marks (approximately $12.- 
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0,000,000), with yearly construction 
ikely to reach 12,000,000,000 ($4,800,- 
o.000) for the next several years. 
Nazi officials continue to emphasize 

. necessity for export expansion. In 
-der to assure full cooperation from 
manufacturers, they are now allotting 
syblic orders only after the individual 
manufacturer has fulfilled the export 
quota set. 

The trade agreement with Rumania 
‘sa new milestone in the Reich’s south- 
eastern Europe trade drive, and it is 
believed here that it will pretty effec- 
tively paralyze recent British moves in 
that direction. 


Reich Still Imports W heat 


Significantly, despite the optimistic 
statements at the Niirmberg party con- 
vention that the Reich then had a two 
years’ supply of grain on hand, heavy 
wheat imports continue. Foreign offi- 
cals in Berlin explain them either as 
shipments against old September con- 
tracts placed during the war scare, or 
new orders for even larger emergency 
stocks. This fits into widespread reports 
that Germany is preparing for a new 
diplomatic venture in the East next 
March. These purchases are paralleled 
y gold exports which in October totaled 
41,000,000 marks, and in September 92,- 
000,000, despite the smallness of German 
holdings of the yellow metal. 

Memel is scheduled for early spring 
settlement, possibly with the consent of 
the Lithuanian government on the prom- 
ise that Memel will be made a free port 
open to Lithuanian shipping. 





Japan Limits Profits 


New Tokyo law restricts 
profits to 10%. Some companies 
recently earned as much at 30%, 
many earned more than 15%. 


Toxyo (Business Week Bureau) — 
Japan’s Finance Minister Seihin Ikeda 
has been compelled by his military col- 
leagues in the cabinet to do the very 
thing which he, a former executive of 
Mitsui—one of Nippon’s largest busi- 
nesses—had promised never to do under 
any circumstances. Ikeda has invoked 
that little phrase in Article 11 of Japan’s 
National Mobilization Law which gives 
the government the right to curb cor- 
porative profits and dividends. He has 
set the dividend limit to shareholders at 
10% a year. (Germany several years ago 
set a limit of 6%.) 

How is the new profit restriction going 
to affect business? 

An examination of the earnings records 
of leading industrial corporations shows 
at a glance that there is among Japan’s 
leading enterprises no such phenomenon 
as the ailing transportation enterprise, 
or the steel company which goes right on 
losing millions year after year. 

In the first half of 1938, there were 
among reporting companies, 790 (exclud- 
ing insurance companies) which declared 
a dividend of more than 10%, against 
680 whose dividend was below 10%. The 
average of all companies was 8.2%. Two 
government-chartered banks paid 10%. 
Stock exchanges paid 20% or slightly less. 





At 10 p. m. the Shutters Go Up on Japanese Shops 


Leopold 


Under Japan’s new curfew regulations all shops are forced to close at 
10 p. m. But many of the shops—which formerly stayed open all night— 
have found a way to beat the regulations: they close at 10 p. m. and reopen 


at 12:01 a. m. the next “morning.” 
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In the electric power group, three com- 
panies declared a dividend of 12%, one 
of 11%, and 12 of 10°%. In the railroad 
paid 13.3° 
12%, and five 10°. Here is a record in 


group, one company one 
a few other lines 
Shipping 17>, one; 16°%, one; 13 
12%, two; and 10° 
Spinning and 
20°, one; 18° 
two; 12%, six; 10° 
Wool—15% 
three. 
Rayon—15%, 
three each. 
Hemp 12°., one: 10°, two. 
Mining—20%, one; 17° two; 14! 
one; 13.3%, one; 12%, eight: 10° 
Cement and ceramics—30%, one; 20 
one; 16%, one: 15% 
12%, two; and 10%, 
Chemicals—20%, four: 
13%, one; 12°, seven; 10°, twenty-two. 
Metals—20%, three; 15%, two; 12° 
nine, 
Machinery and tools—20%, two: 18%, 
five; 12%, fifteen; 10°, thirty. 


~¢ 


one; , two 


weaving 25 
one; 15 two: 14 
, fourteen 

, one; 12°, two; and 10 


one; 12 and 10 


. twelve. 
two; 13°‘ one; 
seven. 


two: 15¢ 


one; 15%, 


one; 26°), one; . 


Trading—30%, 
two; 20%, five; 18%, 


Fear Curb Will Hit Expansion 


It was this well-established background 


one; 16°), one 


of profit-taking which during the last five 
or six years attracted an unprecedented 
is feared 
now that the curb on profits will be a 


amount of new investment. It 
serious handicap to further voluntary 
expansion of industrial productivity. On 
the other hand, it is doubtful 
the measure will induce investors to buy 


whether 


government bonds, which carry an an- 
nual interest of 4°%. solved 
that problem by decreeing that banks, 
insurance companies, and industries in- 
vest certain amounts in government 
issues, and in decreeing to industry how 


Germany 


and where it should increase capacity. 


Building Boom 


Canada’s home loan plan 
starts construction boom. Demand 
for houses grows in new mining 
towns. 


Orrawa—Construction will be one of 
the jacks lifting Canadian business in 
1939. Indications of this now are defi- 
nite. Running currently well ahead of 
the parallel period of 1937, construction, 
which a few months ago was lagging 
35% behind last year, will 1938 
with a loss for the 12 months of only 
about 10%. 

Analysis of the current construction 
upswing points strongly to the conclu- 
sion that it will continue, with increased 
acceleration, in 1939. The analysis shows 
(1) that it is in residential building; (2) 
that it is due primarily to the federal 
home loan plan—not tied tightly to gen- 
eral business conditions; (3) that the 
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expansion is largely associated with the 
mining industry. 

This leaves general industrial and 
commercial construction, now lagging 
badly, to come in next year on the im- 
| petus of the expected general recovery. 

Spreading benefit of the home loan 
plan appears largely to come from con- 
tagion. One man discovers his neigh- 
bor is building a home with a govern- 
ment loan, and goes and does likewise. 


Mines Are Leaders 


But it is the mining industry, sheet 
anchor of Canadian economy, that is 
| making itself felt again. The biggest 

expansion in residential building now 
| is in the mining districts of Ontario 
| and Quebec and at Trail, B. C., where 

Consolidated Smelters has large works. 

| Residential construction in these areas 

| for 1938 will be about 100% above 1937. 

Employment is unseasonally good 
| largely because of the improvement in 
| construction. In Canada currently, labor 
| gets about 50% of the outlay on build- 
| ing. Manufacturers of materials for resi- 
dential construction are doing well. 1938 
| has been one of the best years in the 
| history of Building Products Ltd., a 
| leader in the field. 
| Some consideration is being given in 
Canadian circles to the possible effect 
on exchange, as between Canada and the 
United States, of the depression of the 
pound sterling. The Canadian Bank of 
Commerce in a business commentary 
this week remarks that “it is important 
to note that the (trade) agreement be- 
tween Canada and the United States pro- 
vides for negotiations for modification of 
its terms in the event of the currencies 
of the two countries fluctuating widely, 
and if negoti..‘ions fail, for termination 
of the agreement.” It is not admitted 
here, although felt to be the case, that 
the recent slight decline in Canadian 
exchange is in sympathy with the pound. 


Christmas Trade Slow 


Recovery generally in Canada con- 
tinues to drag in comparison with the 
United States. Early Christmas trade 
has not been up to expectations. Car- 
loadings are down again and the gen- 
eral economic index has conceded a half- 
point for the latest week. The heavy 
industries are expected to benefit from 
increased automobile production and 
pending rail equipment orders. 

Another bright spot in the picture is 
the heavy movement of wheat, with 
prices strengthening. 

Company dividends for 1938 will be 
close to the all-time high, and would 
have set a record but for the failure of 
two or three large industrial companies 
to equal last year’s disbursements. 

External trade is picking up after 
its slump, but the federal government 
faces a substantial deficit for the current 
fiscal year in place of the budget balance 
expected nine months ago. 
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FOREIGN ANGLE: 





U.S. Lends to L.T.&T. 


THE GOVERNMENT and privat 
helped the International Tele, 
Telegraph Corp. this week t 

loans amounting to $15,000,00: 
pansion of their South America: p;, 
erties (page 17). The credits take ; 
form of 10-year, 44% notes, ar: 

yield about 53%. The Expo: npor 
Bank (Washington) is taking *|\) 0. 
000 of the issue, and the bals be 
been absorbed by a group of New Yo, 
banks including J. P. Morgan & ¢, 
National City Bank of New Yo First 
National Bank of the City of N: York: 
Bankers Trust Co., and Guaran' Trust 
Co. of New York. This is the second 
important piece of financing for Latin 
America since the President am 

his new hemisphere program. Ti» 
Export-Impert Bank arranged &5,000. 
000 of credits for Haiti recent}, 

of it to be spent internally on pub 
works. The present deal will affer 
I.T&T. developments in Arg 
where the company has its largest 
vestment in the telephone system, i: 
Buenos Aires and four neighboring prov- 
inces. Other South American 
ties of LT.&T. are in Chile, Per 
Brazil. 


Canadian Gold 


GOVERNMENT officials estimate Canada’ 
gold production this year will reach 
$165,000,000, a new high and 15% above 
1937. Mineral production as a whole will 
probably be slightly lower than the 
record set last year, but is expected t 
reach $450,000,000. During the last 1 
years, Dominion mineral production has 
reached an aggregate value of $2,900- 
000,000. 


New Labor Concession 


Lasor Unions which were in existence 
in British Columbia before Dec. 7 are, 
by a new amendment to the province's 


‘ Industrial Arbitration and Conciliation 


Act, immediately to be recognized by 
the employer as the collective bargain- 
ing agency of the employees. Unions 
organized by majority vote in any plant 
after that date, may decide to demand 
collective bargaining with an employer 
and he must consent. There is nothing 
to prevent the workers from choosing 
for their representatives the officials of 
their union, whether they work in th 
industry or not. The distinction between 
the existing unions and those organized 
in the future is that the former are 
automatically recognized, can con 
mence collective bargaining without 4 
vote of the employees and accordingly, 
in the opinion of labor leaders, ar 

a stronger position than they have bee 
in the past. 
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EDITORIALLY SPEAKING 





_ 


Homework 

One company, with an eye to the 
good will of the “Mrs.” delivers its 
Christmas turkeys to the homes of em- 
ployees instead of passing them out at the 
plant. For some organizations this may 
not work out; for others it offers one of 
those all-too-rare chances for a pleasant 
contact with the folks at home. 


Blank Face 

It was on George Lees’ desk at the 
McCarty Agency in Los Angeles that I 
first saw the watch with the blank face. 
No numerals—just the hands. It’s the 
badge, he says, of the Elimination Club, 
organized in 1912 with two members. 
The other was Gerald Page-Wood, for 
some time with Roche, Williams and 
Cunnyngham agency. Lees says it never 
had but two members. But within 30 
minutes after he told me, I saw out on 
Pico Boulevard a huge blank-faced clock 
on a jeweler’s shop. Clandestine mem- 
ber, probably. The club, by the way, 
is dedicated to the principle that adver- 
tising copy, like every other work of art 
or craftsmanship, becomes stronger and 
more effective as its author succeeds in 
eliminating non-essentials. The blank 
watch-face, fully useful without numerals, 
is a mute reminder to subject every item 
of the job in hand to the question, “Can 
I eliminate this and have a _ better, 
stronger, more satisfactory job?” 


N.A.M. 

Through most of the addresses pre- 
sented last week to the Congress of 
American Industry sponsored by the 
National Association of Manufacturers, 
ran a noteworthy recognition of new 
responsibilties. There can be no doubt 
industrialists have come to feel a re- 
sponsibility beyond the bare essential 
of making their own businesses pay. 
These extracts, lifted from three of the 
addresses, are significant: 

Charles R. Hook, president American 
Rolling Mill Co. and retiring president 
of the N.A.M.—‘“Through 14 successive 
decades free enterprise was the principle 
upon which we operated, with govern- 
ment largely limiting itself to its proper 
functions as an umpire. Under that sys- 
tem we created the most prosperous na- 
tion, and the most prosperous people, 
in the history of the world. We have 
just closed the nation’s 15th decade, the 
first 10-year span in our history in which 
national living standards for the average 
man and woman have not gone for- 
ward, * * * * If we sit back in our chairs 
and fail to give the leadership of which 
we are capable, then we should not 
blame the people if they seek leadership 


elsewhere. Forces are loose in the world 
that will require all our thoughts, all 
our work, and all our cooperation if we 
are to progress—and if free enterprise 
is to continue amd if we are to retain 
the structure we have here built. To that 
I add the belief that, as a people, we 
have the energy to preserve the system 
of representative government, of private 
enterprise, as the world’s greatest hope. 
* * * * We've got to make America 
click.” 

Don Francisco, president Lord and 
Thomas—“Individuals have no chance 
to ‘click’ until they know and under- 
stand each other. Likewise a nation can’t 
‘click’ until government; industry and 
public understand each other and work 
intelligently together. For several years 
industry has been under attack and the 
American system of private enterprise 
has been viewed with widespread doubt 
and suspicion. * * * * One weakness of 
industry lies in the fact that our pro- 
grams for making friends have not 
grown in pace with our businesses. We 
have been too occupied with the prob- 
lems of finance, production or sales to 
think of our operations in terms of pub- 
lic reaction. * * * The remedy for our 
ills lies not in abandoning our basic 
formula, but in correcting its faults, 
making it work better and making it 
better understood.” 

H. W. Prentis, Jr., president Arm- 
strong Cork Company—“The corpora- 
tion executive these days seldom owns 
or controls the institution whose affairs 
he directs. He regards himself and is, in 
fact, a professional administrator of 
what amounts to a semi-public trust. 





Such a professional attitude involves | 


constant self-searching and self-analysis. 
* * * Implicit therein is the obligation 
to pass along to the consumer the re- 
sults of technological improvements 


through better goods and lower prices; | 


to assist in the establishment of fair 
methods of competition and the elimina- 
tion of unfair methods; to avoid any 
action tending toward monopoly and to 
be frank and straightforward with the 
public. * * * Ours is probably the first 
generation of Americans so preoccupied 
with business and personal affairs as to 


try to exist without a political philoso- | 


phy. It can not be done successfully. 
From this time forward we simply must 
give a definite portion of our individual 
time and attention to public questions. 
We must understand the principles that 
underlie our system of government, 
economic enterprise, and civil liberty. 
We must be prepared to support it and 
defend it from the vocal minority who 
would change and destroy it.” 





W.T.C, | 








ANGLO-AMERICAN TRADE PACT 
. + «+ @nother reason why you 
should visit the 


BRITISH 
INDUSTRIES FAIR 


London and Birmingham Feb. 20 to Mar. 3 
: 

Here’s the door 
to bigger busi- 
ness — opened 
wide by the new 
trade agreement! 
For the greatest 
choice of sail- 
ings see your 
travel agent or 
Cunard White 
Star, 25 Broad- 
way and 638 Fifth 
Ave., New York. 

















BUSINESS WEEK READERS SAY: 


Business Week reports the news briefly 
and accurately and in a clear cut 
manner which permits the busy execu- 
tive to get a comprehensive picture 
of busi conditi in a minimum 


period of time. 





The manner in which you present all 
of the important topics of the day keeps 
one informed of what is transpiring 
throughout the entire world, yet re- 
quires but little time to read. This is 
a real service. 
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Onliwon Towels and Tissue 


COMPLETE WASHROOM SERVICE 
Write A. P. W. Service, Albany, N. Y. 
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National Defense 


Asr STUDENT OF WORLD EVENTS, even any casual 
reporter of the trend of fashion in national policy, 
should long ago have been able to predict that the 
United States would inevitably be sucked into the 
maelstrom of rearmament. There should be little won- 
der that we are now whirling around its edges. But 
we had better wonder how we are coming out—now, 
before we begin to move too fast for rational thought. 

We are told that the rest of the world is rearming 
and that potential enemies have gotten the jump on us. 
We hear that nations like Germany and Japan, with 
alien political and economic systems, cast longing eyes 
at our outlying possessions and at Latin America, that 
they must be overawed by our arms as well as by our 
economic and financial strength. Finally, it is urged 
upon us that times have changed and that they have 
been changed by airpower; that the oceanic moat 
around this hemisphere has lost its protective value 
now that men can fly over it. 

These statements have been used to argue the neces- 
sity of a “two-ocean” navy whose construction would 
cost more than three billion dollars, of a spectacular 
increase in war planes, of vast expenditures and 
dramatic programs for the organization of national 
defense in curious directions. They help us to forget 
we are already spending over a billion a year—an 
unprecedented peacetime outlay—for national defense. 
They make fine material for oratory by amateur strate- 
gists, some of which will soon be heard in Congress. 


‘Te CONTENTION that, in this unashamedly gangster 
era of so-called civilization, we must be reasonably pre- 
pared to defend our broad national interests in the 
Western Hemisphere is not answerable. But questions 
as to how much we should spend for this preparedness 
and how we should spend it ought to be answered. And, 
before sensible men attempt to answer them, they will 
want to couple with their appraisal of the danger we 
face from without a clear conception of the dangers we 
raise within when we begin to put ourselves on a war 
footing emotionally, as we are now doing. 

There are the obvious dangers of unwise expendi- 
ture: for battleships, instead of for the less spectacular 
destroyer and submarine fleets that must be brought 
up to date; for sheer numbers of planes, without a 
study of the balanced needs of air strategy and with- 
out enough thought to anti-aircraft defense; for too 


many tanks and too few anti-tank guns. The discret 
emphasis on the last two points in the annual report 
of the Chief of Staff betrays the military man’s wn- 
easiness over this danger of getting dramatic, instead 
of effective, preparedness. 


A norms DANGER in the disposition of funds 
national defense is that we shall overlook the fund 
mental task of organizing and implementing the 
ductive powers of our industrial machine which m 
turn out our arms and ammunition. The measures to 
develop “educational war orders” in industry through 
the use of government funds and government coopera- 
tion are in line with this need but there is far more to 
be done in the same direction. The experience of | 
last war taught harried political leaders that the battles 
were won in the factories and the services of supply. 
The flag-wavers who want military results but have no 
stomach for the long, dull job of civil preparedness 
should not be allowed to forget that lesson. 

The last war should also have taught us a lesson on 
the greatest danger of all those we face in whooping 
up preparedness—the danger that blunt old Samuc! 
Johnson defined in its harshest terms when he said that 
patriotism is the last refuge of a scoundrel. The 
patriotic fervor of a preparedness drive can easily 
furnish means to ends that would not ordinarily stand 
the critical examination of the American people. War 
means dictatorship. “National defense” can easily be 
made an excuse for intolerance and for the concentra 
tion of power by the forces of political or fiancia! 
privilege. By confusing the issues, it may become an 
impregnable defense for whatever pump-priming, 
relief, tax, power, railroad, or other debatable policy 


the government wants to adopt. Let us be prepared. 
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